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p. 11,847 - 


p. 11,848 - 


p. 11,848 - 


ERRATA 


26-27 Reads "pro - rates"; should read 


29 


phos 


18 


"Crow rates", 


Reads "pro - rates"; should read 
"Crow rates", 


Reads "milling and transit"; should 
read mene in transit". 


- 
Reads "pro-rates"; should read 
"Crow rates”. 


Reads "milling and transit"; should 
read "milling in transit”. 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO = 2 oes 
p. 11,848 - 1 23 Reads "milling and transit"; should 
read "milling in transit", 
1 29 Reads "pro-rates"; should read 
"Crow rates". 
p. 11,849 - 1 5 Reads "milling and transit"; should 
read "milling in transit". 
Le LS : ” 
p. 11,862 - 1 26 Reads "great extent"; should read 
"greater extent". 
p. 11,873 - 1 5 Reads "costing factors"; should read 
"constant factors". 
p. 11,877 - 1 25 Reads "economy test"; should read 
"economic test". 
p. 11,893 - 1. 1,2,3 Reads "superintendant"; should 
read "superintendence". 
ie 23 it " 
1. 7,8 .16075 should read .16475 
1 21 $2,158,089 should read $2,150,089 
1 24 .3586 should read .03586 
125 .3288 should read .03288 
p. 11,899 - 114 "and hoppers - coal" should read 
"hoppers and coal". 
p. 11,909 -1 4 "prairies" should read "Prairie". 
1 8 "primary other" should read "primarily 
for other". 
127 "local traffic" should read "local 
grain traffic". 
p. 11,912 -1 8 "Artery" should read "Arborg". 
p. 11,915 - 114 "expanse" should read "expense". 
D.ghls9ie -41.15 : 
1 23 "grain" should read "train". 
p. 11,921 - 1 l= "which" should read "with". 
Sie 1 22 "Myer" should read "Meyer". 
p11, 935 1 6 "not" should read "No". 
p. 11,944 - 1 26 "tax on" should read "take". 
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p. 11,945 - 1 1 "prairies" should read "Prairie". 
p. 11,946 - 116 "us now" should read "connection" 
p. 11,949 - 1 3 "simple" should read "symbol". 

1) ke , ” 


Be 1,950 = 1°28 : " 


Duplicate 

Pp. 11,950 a us i. - a 
1 14 n n 
1 16 ; n 


p. 11,951 -1 9 "demerage" should read "demurrage". 

p. 11,952 - 119 "simple" should read "symbol". 

p. 11,954 --1 2 "auditing of" should read "Auditor of" 
1 3 W ! 


p. 11,961 - 1 25 "controlled" should read "to total". 


Volume 68 
p. 12,007 - 1 26 "In" should read "I". 
p. 12,010 - 1 22 "pooling" should read "pulling". 
1 24 "plotted" should read "spotted". 
p. 12,018 - 119 "to" should read "on". 
p. 12,026 - 119 "simple" should read "symbol". 
1 21 : . ? 
p. 12,029 - 1 28 "plant" should read "point". 
p. 12,078 - 117 "a car mile, car day basis to a car mile 
basis" should read "a car mile basis to 
car day basis”. 


p. 12,081 - 1 23 "does not include" should read "does incilude" 


p. 12,097 -1 5 "out-if-pocket" should read "out-of- 
pocket". 


p. 12,103 - 1 9 "$5,000.00" should read "$50,000.00" 
p. 12,114 -1 6 "availability" should read "variability" 


p. 12,117 - 111 "dervied" should read "derived". 
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1} p. 12,120 - 114 "1958" should read "1959". 


2] p. 12, 129 1 2 "lines" should read "line". 
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Ottawa, Ontario, 
Wednesday, 
May 11, 1960. 


---On commencing at 9.30 a.m. 


THE CHAIRMAN: Order, please. Mr. MacKimmie? 
MR. MacKIMMIE: Thank you, Mr. Chairman. 


CROSS-EXAMINATION BY MR. MacKIMMIE: 


Q. Mr. Stenason, the questions I have for 
you will be for a large part devoted to the approach of 
the basis of the study, and I take it you will forgive 
my ignorance on some of these matters. 

A. I am sure there will be no ignorance 
evidence. 

Q. First, Mr. Stenason, could you tell me, 
is this the first occasion on which a cost study making 
use of multiple linear regression was used in Canada? 

A. Well, cost studies, I would say, since the 
late 1930's have made use of regression at one time or 
another. Now, that was largely simple regression, both 
in Canada and the United States. In Canada it is to 
my knowledge the first time that multiple regression 
has been used. It has, however, been used in the 
United States in other cost studies in recent years; 
the Divisions case, for example, comes to my mind. 

Q. But I take it, sir, that in so far as 


Canada is concerned, this is the first study of any nature 


and importance that has been presented in using multiple 


linear regression. 


A. As far as I know, studies have been pre- 


sented with simple linear regression. 
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Q. Was this study presented at your represen- 
tations? was it your idea? 

A. Well, the study reflected a great many 
people: Our consultants, myself, people in the Canadian 
National. It was a team effort pretty well. 

Q. I rather suspected that, sir. Did you 

“spawn the idea of multiple regression, multiple linear 
regression? Did you advise that that is what they 
Should do to cost this movement? 

A. That was a recommendation that I made to 
our own management. But the idea of cost study as a 
whole developed with cost consultants with Canadian 
National and myself. 
| Q. Yesterday I was rather surprised to hear 
Mr. Mauro say that you are 29 years of age. Since a 
graduated from school, have you been associated with 
Canadian Pacific, or @id you do any other practical 
training? 

A. No, only with Canadian Pacific. 

Q. I understand you were with them from 1952 
to 1954 and 1958 to the present? 

A. Well, the latter part of 1956 to the present. 

Q. As far as Canadian Pacific is concerned, 
is this export of grain traffic the only traffic that has 
been costed by this method of the use of multiple linear 
regression? 

A. No. We have gradually been introducing 
the best procedures that we can into our costing, and 
other traffic has been costed with the basis of multiple 


linear regression during the last year or so, the last 
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few months. 

Q. It isn't quite that long; it is just the 
last few months? 

A. Tea. 


Q. The results, I take it, are not completed 


yet? 

A. What do you mean by that? 

Q. The results of your other studies, are the 
completed? 

A. Yes. The Department of Research performs 


a large number of studies for the Traffic Department, 
and a great many have been completed. 
Q. What did you use in multiple linear regresgion, 


What traffic did you cost? 


A. Oh, there are a number of specific studies, 

Q. Just give me one. 

A. Well, I believe there is an agreed charge 
on canned goods. L,am not. certain. 


Q. Rather a far cry from export grain volume. 

A. Multiple linear regression covers about 
one-third of the costs, and that is particularly true of 
road maintenance costs, and it develops certain coefficients 
which can be applied to the basic output units of the 
category. 

Q. You have not made use of the technique for 
passenger traffic or branch line operations? 

A. I don't know that I understand that questio 
We have a passenger study under way at the moment. The 
road maintenance accounts in each will be based or are 


based on multiple linear regression. 
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Q. Will your passenger study that you are 
preparing or is under way be done in the same manner as 
is grain, this study you are presenting to this 
Commission? 

A. Well, in so far as use of regression is 
concerned, yes. There are, of course, different element 
in the passenger situation which will be reflected in th 
study. 

Q. I believe Mr. Saunders on one occasion 
was asked that the passenger service be costed the same 
way as grain. We have been told so far it hasn't been 
done. Is it intended to do so? 

A. Many of the procedures which are found in 
the grain study will be applied to passenger. 

Q. But not all? 

AX+ Not alls 

Q. The same answer for branch line operations? 

A. Well, we haven't done extensive branch 
line studies. We did do certain studies as pire of 
the Crow's Nest grain cost study in which we went and 
got the actual road maintenance expenses on branch lines 
as a test of our irreducible minimum level of maintenance 
expenses. 

Q. Have you done this in other territories? 

A. No, that was done in the prairies. 

Q. Was the study which has been submitted to 
this Commission prepared for management or for presen- 
tation here? 

A. Well, I would say that the study of grain 


-- well, this is rather a difficult question to answer. 
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We are always in process of improving our costing 
techniques, and once we have done that we use them for 
management purposes and for presentation to tribunals 
or commissions. 

Q. I don't know that I follow your difficulty 
in saying it is hard to answer. Was it or was it not? 

A. Yes, the study was done for presentation 
to this Commission. fey 

Q. And it was started before the Commission 
was ever appointed. Did you know this Commission was 
coming along? 

A, Well, I don't know. We started the 
study in 1959, March of 1959. 

Q. The Commission was appointed in May, wasn' 
at? 

A. I am not aware of the dates here. 

MR. SINCLAIR: If it will assist, my friend, 

I asked the Department of Research to start the study, 
on instructions of the President of the company. 

MR. MacKIMMIE: Latake, ity Mr.,, Sinclair. differs 
with you in that it was prepared for management . | 

THE CHAIRMAN: You anticipated it. 

MR, SINCLAIR: No, for the Commission that we 
expected to be appointed. After listening to certain 
remarks passed in a certain proceeding which was held 
in another place, I was convinced that we would soon be 
given the opportunity of presenting this long-standing 
inequity to the Canadian Pacific and the Canadian 
National. 

MR. MacKIMMIE: Q. All right, Mr. Stenason. 
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When you decided to send out field teams with their 


little chits of papers and all the little records they 


were making, did it occur to you that it may be enlighten 
ing to have passenger deficits and branch line deficits 
put on the records? 

a, We were not doing a study of passenger 
deficits; we did a study on grain. 


Q. You were interested in exposing the 


grain? 
A The Department of Research works on assign 
ments. 
Q. On instructions just as I do from my 
clients. 
Aw We are given an assignment to do a job. | 
Q. And you do as you are told. All right, 
wat. Would it have been difficult or much more difficult 


at the time you were preparing this study to cost the 
export grain to do likewise for other deficit operations? 
Could you have done it? 

A. You can do anything if you have encugh 
people. 

Q. I heard you say yesterday you could do a 
lot with figures. I think probably you have, but it 
isn't too responsive. Would it have been much harder 
to come and give the complete picture rather than pick 
out one segment of the operation? 

A. Well, it would have involved a good deal 
more work, 

Q. You could have used averages in the use 


of regressions? 
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A. That covers only the regression part of th 
analysis. The most time-consuming matters in costing 
is to get at the basic units of transportation, car 
movement. 

Q. Did you know the gentleman that was 
directing the studies for Canadian Pacific? Did you 
select these field teams who prepared the charts and 
pieces of paper they marked their findings on? 

A. Again the study was planned in conjun- 
ction with our consultants and various people in our 
company. 

| Q. Were you in charge directly fa the 
CeqgPiirh a7 
che yes: 

Q. That is all I want. When you set up 

this machinery and the selection of the teams, were they 


made up largely of Canadian Pacific employees? 


A. You mean the field teams? 

Qas p¥es. 

A. Yes; 

Q. And if I understand this study, 


Mr. Stenason, it looks to me that it is, in fact, a stud 
‘of allocation of cost and not the most efficient cost 
analysis to be made. Didn't you just take the total 
dollars and then apportion them to different things in 
the system? 

Phx No. We tried to measure the variability 
of expenses in each account, we tried to get the output 
units, and we got the output units for grain which was 


associated with the expenses in each account. 
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Q. I am saying you didn't ask these people to 
see if this money should be spent this way or the most 
efficient way to spend the money; you took the total 
dollars and by different methods you allocated it? 

A. We costed the operation as it occurred. 

Q. You either accepted or ascertained the 
total expenses of the system and simply divided it down. 

A, We determined the operations which were 
required as a result of the movement of grain and grain 
products at statutory and related rates and then develope 
the cost of those operations. 

Q. Well, Mr. Saunders tells me the word 
"required" is the trigger word. Did you actually look 
to see whether it was required, all the plant and the 
equipment, or did you just take the sum total and divide 
it? Were you looking for efficiency in the railways or 
were you looking for an allocation of cost. 

A. We were developing the costs of the opera- 
tion as it was performed. 

Q. All right. And I suppose -- far be it fro 
me to thrown down the challenge -- I suppose if there wer 
inefficiencies in the plant you could hardly expect a 
team from the C. P. R. to tell you that. 

A. I beg your pardon? 

Q. You wouldn't expect them to tel] you about 
it? 

A. Well, I have a very high regard for the 
efficiency of Canadian Pacific and all of its operations. 

Q. But the question is: Would you have 


expected those field teams to come back and say: 
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"Mr. Stenason, it is costing a lot of money in certain 
operations, but we don't have to spend that much; we 
could change this, that and the other thing." 

A. No. We were costing the movement of 
the. study traffic. 

Q. And you were not even asking them to 
reveal information at that time. There was no question 
here to that effect, was there? 

A. Well, I don't think I can repeat what I 
was saying. We have been costing the traffic. 

Q. Was there a questionnaire sent out as 
to efficiency as well as cost? 

| A. There was no questionnaire having to do 
with efficiency. 

Q. Now, in your text, as I understood it, 
you were telling this Commissfon that basically there is 


no difference in costing traffic such as this as in any 


other activity producing profits. Is that a fair way 
eo put it? 

A 26s. 

Q. I can quite follow you, sir, if tha 


statement is restricted to what I have been calling an 
allocation of cost study. But let's see about what I 
call the moet efficient or lowest cost study. Isn't a 
railway, whose revenue is held down, so it is alleged, 
by statutory rates and agreed charges and competitive 
charges, and so on -- in that kind of a study railways 
are ina very different position than any other manu- 


facturer. 
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my friend in saying "held down by -- 

MR. FRAWLEY: I didn't hear what Mr. Sinclair 
said. 

MR. SINCLAIR: I didn't hear my friend. He 
dropped his voice. | —_ 

MR. MacKIMMIE: Q. What I was trying to 
explain, Mr. Stenason, is that I can appreciate very 
well your drawing a similarity when you are talking about 
an allocation of cost, if you are just. dividing costs 
among different products. But a railway company, whose 
revenues are controlled by statutory rates and agreed 
charges and competitive rates, and so on, -- I suggest to 
you that in a true efficient cost study there is not 
the same comparison between a railway and other business. 

A. I would say that in so far as statutory 
rates are concerned, there is certainly no comparison 
between an ordinary commercial undertaking and a railway. 
In so far as agreed charges and competitive rates are 
concerned, I would suggest it is part of normal commerciajl 
pricing. 

Q. Well, we are angels here, Mr. Stenason. 
What is the great burden of statutory maven compared to 
a ceiling put on for other economic reasons? You put 
it yesterday, you said management had enue? over 
passenger service. What good can it do? 

fA, Tt. ean attempt to put it in a profitable 
position, not only through rate action but through 
output action. 

Q. Just a minute. You say management can 


take action to put passenger in a profitable position? 
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A. Or in a break-even position; it is free 
to do that. 
Q. What have they been doing in the last 


number of years. 

A. There has been a good deal of adjustment 
in passenger service. 

Q. Making money on it? 

A, There is a deficit on passenger service. 

Q. Well,are you still hopeful that you can? 
Are you not trying to start making money on passenger 
trains? | 

A. Well, I am not the management, Mr. MacKimmie. 
There are parts of the passenger business which can be 


profitable. 
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Q. But my problem is that I can do nothing 
about the structure of the rates because the Government 
has fixed them. I say you can do no more with 
passenger lines because economics fix them; you can 
do no more with competitive agreed charges because 
other competi tion fixes them, and it makes no diff- 
enenee i. é 

AWG WElVssL thinkebt. is different; 

Q. Mr. Mauro talked to you yesterday about 
your station charges, and I think I noted you properly 
that you say a railway station may be used for three 
purposes -- carload freight, less than carload freight, 
passenger service, and you gay a technique is used to 
develop the variable cost of each of the three station 
services, Do I take it that export grain moving in 
carload lote is one of the services? Do you show your 
full car service? 

A. one it is carload service. 

Q. I am a little naive to recognise things. 
What good is the station to the grain farmer? 

A. I beg your pardon. 

Q. What good is the station to the grain 

farmer? 
| A. It is required to move his product. 

Q. Iam sucked in, too. Tell me, why does 
he need it to move his product? 

A. Because his product has to be billed; 
he requires an agent. 


Q@. In all the stations across Canada? 
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A. That required a facility. 

Q. In view of that, across the prairies 
we need to have a bill as the thing whistles through? 

A. This is an origination charge. 

COMMISSIONER MANN: You could probably 
have floating agents at certain stations if the traffic 
perfublecarloadntraffic? 

THE WITNESS: Yes, I believe this is 
done, There have been agents replaced in recent years 
and the billing in that case is done at another station 
which remains on the line. 

MR, MacKIMMIE: Thank you, 

Q. How do you do the billing in stations 
where there are no agents? -- 

MR, SINCLAIR: He has just answered 
that question to the Commission. 

MR, MacKIMMIE:; I tamngorrysl cadidn' ¢ 
quite get the answer. 

THE WITNESS: The billing is done at 
another station on the line. 

Q. But I pay the charges on all this full 
allocation of the station charges? 

A. You pay -- or, at least, it is reflected 
in the cost study of the variable cost of station 
expenses, 

Q. Now, Mr. Stenason, I speak of "pro- 
rates" which is a term I use when talking about the 
statutory rates. Since the study is concerned with 


pro-rates should not the cost to revenue be confined 
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only to those services covered by the rate, in your 
opinion? 

A. ‘The only exception to that is the 
milling and transit charge; and insofar as the milling 
and transit charge is concerned it is very difficult 
to distinguish this -- to distinguish the services 
performed, which the tariff has to cover, from the 
movement of grain and grain products, That is not 
true for out-of-line haul and divisions where the 
revenue is at the domestic grain rate level and has 
to do with really something distinct from statutory 
and related grain. 

Q. But I am looking at the basis of the 
etudy and I am putting this principle to you. I am 
not interested in your difficulties, but I am suggesting 
this so far as the study is concerned. With these 
pro-rates -- you talked about transit and other special 
Senvices ts 

MR, SINCLAIR: What other special services? 
That would assist the witness. 

MR, MacKIMMIE: The milling and transit -- 
whatever he calls them. 

THE WITNESS: yes; milling and transit, 

I believe, is the only other service. 

Q. But I am suggesting to you that those 
services might well be -- they are not compensatory -- 
the subject of the application of something -- but 
that they ideally shouldn't be included -- that the 


cost should only include what the pro-rates cover, as 
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a matter of principle. 

A. I think, ideally, that we could be 
Ccaggvain as to what is intended by the tariff. That 
is the problem; it is a very real problem to split 
whatever work is done by milling and transit from the 
total movement. 

Q. Thank you, Mr. Stenason; that is what 
I agn after. I am not very deep; I am just trying to 
establish some of the principles. 

Now, how much would the fully-distributed 
costs be reduced -- would you know, but I gather from 
your last answer you wouldn't know -- by excluding 
such items? 

A. The fully distributed cost? 

Q. Yes? 

A. How much? 

Q. How much would the fully distributed 
cost be reduced by excluding such items as these? 

A. Excluding milling and transit? 

Q. yes? 

A. Well, we did make an attempt, as you 
will have gathered from Mr. Mauro's cross-examination, 
to estimate the services that were involved under 
this tariffs Now, the bulk of the services are 
switching and the variable costs which we developed 
would, for these services, be almost equivalent to 
full cost; this ig because switching is completely 


variable with traffic volume, 
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let him get away on distribution costs." Because of 


that I am asking "How much would the full distributed 
costs be reduced... 

MR. SINCLAIR: I do think that he should 
allow the witness to complete his answer, I know 
it is difficult for counsel who has advisors on each 
side of him and in front of him and behind him to 
look at the witness, He hadn't finished his answer, 

I would suggest that if Mr. Mauro wishes 
to suggest a question or wishes to take part in the 
matter he should stand up. 

MR, FRAWLEY: Now we are getting etiquette 
from Mr. Sinclair, and I, personally, am not going 
Go "have +ity 

THE CHAIRMAN: I don't think Mr. MacKimmie 
needs instructions. 

MR, SINCLAIR: I didn't intend to give 
him instructions. I would like the witness to be 
allowed to complete his answer, Mr. Chairman, 

THE CHAIRMAN: Yes, certainly, the 
witness will have to complete his answer, 

MR, MacKIMMIE: Mr. Stenason, you start 
talking and tell me when you are through, 

MR, SINCLAIR: With respect, I think 
that ig a very unfortunate remark from counsel, because 
the witness has indicated that he is trying to be of 
assistance, and I think that he should be allowed to 
give that assistance to the Commission and to counsel. 


MR, MacKIMMIE: I apologise for my rude 
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remarks to my learned friend, Mr. Sinclair, and to mr. 
Stenason. 

THE CHAIRMAN: Well, let us get on with 
the cross-examination. 

MR, MacKIMMIE: Mr, Stenason, you answer 
whatever you want and plead it as much as you like and 
tell me when you are through. 

THE WITNESS: I think I had already 
answered the question. 

MR, MacKIMMIE: I thought so, 

Q. Now, I am going back to the same question 
to see if you can give me -- and you might be able to -- 
a more concrete answer, Will you tell me how much 
the fully distributed costs would be reduced by ex- 
cluding all such items -- that is, the fully-distributed 
costs? 

A. No, I don't think I can say anything 
more than I have already said. 

ra Thank you. The revenues, however, 
from those services would be fairly small if they were 
excluded from that side... 

A. Yes; we have provided the information to 
your consultants that are involved. 

Q. Now, my clients, Mr. Stenason, made their 
position clear at other hearings, and you might do 
it also. we are interested in some questions of 
national policy. One of them that we talked about 
is mountains. Coudd you tell me how much of the 


total grain costs represent the extra burden going 
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1 

2 over the mountains? Could you tell me if it would 

3 be substantial? 

A. Well, I think the only items involved 

5 would be fuel and crew wages. They are higher because 
6 of the lighter trains which have to be operated through 
7 the mountains. 

8 Q. But would you agree that the cost per 

9 ton mile would be greater? 

10 A. I think the cost would be somewhat 

11 greater and would be substantially greater. 

12 Q. Now, dealing with the branch lines, 

13 Mr. Stenason, perhaps you might be able to help me 

14 here, Again I am back to questions of national 

15 policy and not necéssarily costes; and these ‘references, 
16 if you can follow me, really are related more to branch 


17 lines than to grain. But how much of the total 


18 grain cost -- and by that I mean full cost -- represents 
19 cost of service -- and in “cost of service" I include 

20 maintenance of the track and equipment as well as the 

1 running expenses -- how much of the grain cost is 

22 represented by cost of service on branch lines? Is 

23 it a good portion of it? 


A. Well, I haven't worked it out, The 
bulk of the movement of the grain is on the main line 
so that the variable output costs for branch line 
operations would not be extensive. 

Q. Would not be extensive? 

A. Well, we are talking in the aggregate - 


in terms of total cost. 
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Q. The total cost. I want total cost, 
not just the variable? 

A. Yes. Insofar as the fuel and crew 
wages are concerned there would be higher unit cost 
on branch lines than on main lines; but, again, there 
is not nearly as much volume involved in branch lines 
as there is on main lines. It is not an easy 
question to attempt to resolve. 

Q. Iam not asking you for any detail on 
he I would just lke co know if in total costs that 
cost of service would be a substantial amount. All 
I need is an adjective, not a figure? 

A. I would say it would be significant. 

Q. How much total cost is incurred, would 
you know, on solely related branches? 

A. There are here, of course, the solely 
related costs themselves, which are approximately 6 
million dollars. That is the track investment and 
Rett erence appreciation cost. But, again, the 
volume on the branch lines is not nearly so extensive 
as the volume on the main lines. 

Q. Do you think that the cost per revenue - 
ton mile on these branches is significantly different 
from what it is on other lines of equal density? 
Again we are talking about full costs? | 

A. What lines are you talking apoete 

Q. Branches; do you think the cost per 
revenue ton mile of these branches is significantly 


different from some other lines of equal density -- 


ee ee Se 


EEE ES Ce a 


. sunSsvel Yteq teos aniz¢ Jad? Naldd woy o@ «f 


#209 Estot gnaw I «9800 tated 848 -s 


peldataoy. ond a 
wets fits {feut sit ss aetosnt .88¥Y fA. 

. y; 7 
teos ttay tedgid sc biyow eters beateonoo e718 a9gsw 
eveds .otsgs ,Jjoud ;eeakl hain no asdd gentl donsid ao 
sonii conand et ‘bevfovnt smutfov doum 88 ylasen Jon-ef 

yReo fe tom BL tI ¢ -sontl afesm no et sisdt as 
evioest of tqmediys of noltasup 

‘go Ifsegeb yNe 107 voy anites- gon ms IL 48 
taedd etaoo {sto¢e ni IL wom! o3 Sal sant bine I ~«#t 
eae .dowons [atéosdadwe s od blwow solves to Jaco: 
tsiugi? 8 .Jsen ovisoetbs ms el been I 

.drsoftingie eo bluow Jf yae bilyuow I te 

blyow ,besiwonl et téoo: fatodt Goum Wwoll- .p 
SesdoaBtd bedsfex yfeloe no , wordt sey 

visioe odd .seituo5 to .Sted 918 efemT .A 

] uiséiatx Iqgs 91s doisdw en ataoo bedaist 
bas jsnsmsesvalt slosit sdg st JsAP »8taflob solilia 
oft ,ategs . stud .vao0 sofsaiosiqgs sabia 
ovianesxe of yivsed ton ef Bentl donsid edt. o0 smu Lov 


,senilL oaiam sez no emuloy edz es 


gne1slttib yitnsoitingie ef sscdéasad seeded no ofim now 
fysteneb fsups to. senrl astite mo at tt tedw mot? 
Sateon [Lut duods aniniad ets ew nisga 

ttuods aninied voy em sent dslW AD 

s8q JRoo sit wining voy ob ;sedomewm .9 
 ¥itasoettingte Bf — eesds to elim oot sttnsvet 


~- "iscsi Leupe To senti wedito emos moti tnszeIItb 


ANGUS, STONEHOUSE & CO. LTD, - oy Pee 
TORONTO, ONTARIO Stenason cr-ex 11854 
(MacKimmie ) 


other branch lines. 

A. I wouldn't think so, if we are putting 
in both sides of this equation the same cost items. 

Q. Mr. Stenason, am I right that your 
study as to operating expenses -- I think we have 
been through a bit of this before -- measure the 
amount spent without regard to whether the expense 
was necessary or desirable or higher than it might be 
under an alternate plan? 

A. Again, we took the operation as it 
occurred. 

Q. So am right? 

A. No, I wouldn't say you were right. 

Q. Well, listen to me again. Am I 
right that your study as to operating expenses meagures 
the amount spent without regard to whether the 
expense was necessary or desirable or higher than it 
might have been under an alternative plan? 

As. I-would say that it represents the 
amount spent. 

Q. So the statement is right? 

{ eyeWeddes. 

MR, SINCLAIR: With respect, Mr. Chairman, 
he has answered the question twice. 

MR, MacKIMMIL: I would like to under- 
stand the witnesses's answer, 

Q. is the statement right or not? -- 

MR, SINCLAIR: I take it my objection is 


not given effect to. I would like to have it on 
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(MacKimmie ) 
1 
2 che record 
3 MR. MacKIMMIE: What is the basis of 
4 your objection? 
5 MR, SINCLAIR: That the witness has 
6 answered the question twice, 
7 MR, MacKIMMIE: But I don't understand the 
8 answer, surely, Mr. Sinclair, you have been at the ba 


9 long ?mough to know that I can find out... 


10 THE CHAIRMAN: Counsel and the witness 

11 must understand one another, The witness would like 
12 to know what the question is and counsel would like 

13 to know what the answer is. 

14 THE WITNESS: Well, I think we had this 

15 question before and I said before that we took the 

16 movement of the traffic as it occurred. This is what 
7 te -done-in-+a goat study. 

18 THE CHAIRMAN: If you don't understand 

19 any question, Mr. Stenason, say so and, likewise, Mr. 
20 MacKimmie, you can comment on the answer that is 

21 given. 

22 MR, MacKIMMIE; Q. My question was this: 
23 Am I right your study as to operating expenses measures 
24 the amount spent without regard to whether the expense 
25 was necessary or desirable or higher than it might 

26 have been under an alternate plan? -- 

27 MR. SINCLAIR: I object to that on the 

28 basis that it has been answered, and the witness has 

29 said what the situation was and he explained how he 


30 did the cost study. 
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MR, MacKIMMIE;: Qe Do you understand the 
question? -- 

MR, SINCLAIR: I have made my objection, 
Mr. Chairman and I have stated the ground. 

THE CHAIRMAN: As a matter of fact 1. think 
Mr. MacKimmie is entitled to a clear answer. 

THE WITNESS: Well, I will say what I said 
earlier, that we had done a cost study and we had 
measured the cost that was involved in the movement 
of the study traffic, and that it was not a study 
having to do with efficiency. 

MR, MacKIMMIE: Qe When you came to 
the cost of money did you do the same thing, or did 
you setup a. yardstick; or, an objective, or... 

A. Wo. Evidence was introduced as to what 
the cost of money was, and the cost of money was 
treated in a similar fashion to the cost of services; 
to the cost'of labour, the cost of fuel, cost of 
material. 

QcedWell, for the cost of money you didn't 
take the annual earnings of the C.P.R., but you did 
get a theoretical basis of 10.38 per cent before your - 
returnaof<s.s 

MR, SINCLAIR: The evidence is there, 
and the evidence is that the cost of money was proved 
as a fact. 

MR. MacKIMMIE: What is the suggestion 
now -- don't ask any questions about it? 


MR, SINCLAIR: I say that I object to 
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ANGUS, STONEHOUSE & CO. LTD. Stenason er-ex 11857 


TORONTO, ONTARIO 


(MacKimmie) 
1 
9 the question on that basis. 
3 MR, MacKIMMIE: Q. The question was, 


4 that for the cost of money you didn't take the actual 
5 earning of the C.P.R. as you did on the actual expenses, 


and I am suggesting to you that you used a 10.38 per 


an 


7 cent rate. Did you do that? 


A. No; there is confusion here between 


co 


9 cost of money and the rate we used. The cost of 
10 money -- that was 10.38 per cent; this was the level 


which was required in order to get back that cost of 


11 

12 money at 6 and a half per cent. 

13 Q. All right; what was the actual rate in 
14 1958 -- the study year? 

15 A. Of Canadian Pacific? 

16 Q. Yes? -- 

“u MR, SINCLAIR: I object to the question 

18 as not being relevant. 

19 THE CHAIRMAN: Well, Mr. Sinclair, I think 


20 the Board requires more information, so if we let Mr. 
a1 MacKimmie proceed... 

MR, SINCLAIR: My duty requires me to make 
23 these objections, Mr. Chairman. My objection has 

been stated and I take it it is not to be given effect 
to. 

6 THE CHAIRMAN: I don't think Mr. MacKimmie 
27 will ask any frivolous questions. 

28 MR. SINCLAIR: I don't say they are 

29 frivolous; they are irrelevant. 


30 MR, MacKIMMIE;: Or somebody is whistling 


ee 


~ ; .etesd sede no 10L3B | 

,baw otdesup ei? .9 saIMMDIOeM Ae 
| | “a2 

Leudos odd odsd J obib voy yonom Ye teow oft aot Fads | 


; te a 
eesnegxs isutos ond no bib voy 26 ,A.4,0,9dd to gntams — 


meq SF.0L s beew voy tadt yoy oF gotteeygue ma I bas 
isis ob yey bid «935% JHe0 
asewisd ssc notaries ef stede ou «4 


to dsoo eT .beas ow svsu edt bus yornom Io Fa0o 


level sft ssw atdd ¢ées0 req G€,0L saw Isnd &= yortom 


goeeekeegeecs 


to geos tant Aoasd gou o¢ wsitT8 at bertupsa asw doltiw 
.ines %q Tiad s bas 0 Ss Yerom 
at advset Csydos od eaw tarnw reARit LIA GD 


eresy ybode edt -~ Baer 


coltiod? makbsas) 10> .A 
-— Feoey .D 
sottssup sat of tostdo I :HTAIO“IS . AN 


',fasvelst goied Jot as 


acid? L yatelomhe .aM .ffew sMAMBTAHD GH 
tH vel ow If os .nolvemsotat etom ssitiupet bisod ed? 
+. bssootg slmnldosh 

stam of Sm sortupst yaub eM tHIAIOWIe . iM 
sent nolsvostdo yf .ierrtedd .t ,emolsosetdo seedz 
tos'tte cevig sd ot gon at df of eslet I bons betada need 
| od 

SiomiNSSM .aM anid? +*neb I WAMALAKO SHT 
.snortdeeup avolovtnt ¥ne aes [liw 

sts ysis yee st aob I ‘HIADOMI2 iM 
-Tnsveistit sie yer? ,avueloyitt 


antiaetite al ybodemos +0 :2INMDiosM . AM 


ANGUS, STONEHOUSE & CO, LTD. Stenason cr-ex 11858 
(MacKimmie ) 


by the graveyard. 

MR, SINCLAIR: I can hear Mr. MacKimmie 
loud and clear, | | 

MR, MacKIMMIE: Q. What was the 1958 
actual rate of return? 

A. We are still looking for it. 

MR, SINCLAIR: On what basis, Mr. Chairman? 

THE CHAIRMAN: Mr. MacKimmie, on what | 
basis? Do you mean from railway enterprise? 

| MR, MacKIMMIE: The point is ae simple. 

My clients contend that their cut -- the portion that 
my clients have to pay out there is not, perhaps, 
under the most efficient avec ea, and that they should 
use the actual rate. What they are doing is to take 
it at both ends. They will put up their total cost 
and apportion it, and then when it comes to a rate 
they don't stick to that situation then; they set up 
a 10.38 rate. 

That is the purpose of the examination, 
as my friend undoubtedly knows. 

MR, SINCLAIR: Well, my friend has asked 
@. yuestion on the basis of how it was calculated, and 


he says it is a simple matter, 


(Page 11860 follows) 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 118/60 
TORONTO, ONTARIO (Ma ceKimmie ) 


MR. MacKIMMIE: The same basis as the 10,38 -- 
the net investment. 

MR. SINCLAIR: What net investment? 

MR. MacKIMMIE: Rail property. 

THE CHAIRMAN: Rail enterprise, I understand. 

MR. SINCLAIR: We will make the calculation 
and put it on the record. 

MR. MacKIMMIE: Q. Around 4 per cent; 
is that reasonable to you? 

A. I am not that certain about the various 
implications of rail and so forth. I would just as soon 
make the calculation. 

MR. SINCLAIR: If it would help my friend, 
it is something under 4 per cent. 

MR. MacKIMMIE: That will be quite satisfactory 
to me -- something under 4 per cent. 

MR. STENASON: Yes. 

MR. MacKIMMIE: Q. So, I will relieve you 
from that unless, perhaps, it is under 3. Could you 
tell me this: how much would your full cost for the 
Crow rates be reduced had you used something under 4 
per cent as the yard stick for cost of money? 

A. I don't know. 

Q. But it would be a substantial figure? 

A. Yes, it would be. 

Q. What rate making significance do you 
attach to the fully distributed cost of something over 
0 million which appears in the other exhibit yesterday 
in the calculated deficit of something over 5 million -- 


what rate making significance do you ettach to that? 
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ANGUS, STONEHOUSE & CO. LTD. Stena sie NG be cha : 11862 
TORONTO, ONTARIO (Ma cKimmie ) 


A, Well, in the case of a commodity such 
as grain, which is a very significant portion of the 
total volume of traffic moving on Canadian Pacific, 

I would attach very great significance to the full cost. 

Q. Should the same standard be applied in 
determining rates on all traffic moving in volume? 

A, I would say each category of traffic has 
to be looked at independantly. I would say any 
category of traffic which made a very significant de- 
mand upon the plant and which was a very large proportion 
of the total traffic volume --- 

Q. I hope you are not going to tell me --- 

MR. SINCLAIR: Let him finish. 

A, ---would certainly be a candidate for 
that sort of treatment. 

MR. MackKIMMIE: Q. You say it would be 
of great significance: surely not just grain? There 
must be other traffic in volume where it would be of 
equal significance? 

A. I don't know of any single category 
of traffic which has the importance in terms of total 
volume that grain has on Canadian Pacific. 


Q Perhaps if I can take it in a smaller 


area: how about heavy volumes moving in a smaller area, 
such as sand and gravel? 

AS No, this would be small in relation to 
the total volume. 

Q. With reference to the car days -- and 


again I am on principle and not necessarily on the 


dollars spent -- in making your study of car days of 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 11862 
TORONTO, ONTARIO (Ma cKimmie ) 


moving the grain, did you inquire whether or not less 
ear days would have been used if train service had been 
more frequent in the grain territory? 

A. We developed our car days on the basis 
of the car days of the study traffic. We tested the 
car days at country origin stations and we found that 
the average time that the cars were at a country origin 
station being loaded was 3.3 days per car, which is very 
similar to the I.C.C. factor of 3.75 days for car days 
at loading or origination. 

Q. Do you know the detail that is in that 
3.75 to which you have just made reference? 

A. I would have to consult with Dr. Edwards. 

Q. It includes time in the yard doesn't 
it? 

A. That is in addition, I believe. 

Q. Well, perhaps you had better check with 
Dr. Edwards. 

A. Yes, it does; it is a total of four days 
and includes about two days of the --- 

Q. Well, my question to you was, did you 
inquire as to whether less car days would have been 
used if train service had been more frequent in the grain 
territory? 

A, No, I think it would have been a very 
clear case that more frequent train service would have 
increased the cost to a great extent than fewer car days 
would have reduced them. 

Q. I am sure you are right on that, but that 


may be the branchness of this Commission's problem, 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, Cr=-ex. 11863 
TORONTO, ONTARIO (Ma cKimmie ) 


The car days come by virtue of the fact that there are 
perhaps infrequent trains running up and down branch 
lines? 

A. Yes, although the days I mentioned 
indicated it was not a sizable factor. 

ae But I. think you will agree with me had 
there been more total traffic and more frequent train 
service you would expect less car days per car? 

A. Somewhat less, yes. I am not convinced 
as to how much less it would be. You see, Mr. MacKimmie, 
many of these way operations are set up in this way: 

a way train will go up the branch line pulling empty 

ears and spot them at elevator tracks and return the 

next day and pull the loads. So, it is not always the 
ease of a car sitting on a branch line for a week between 
train services. 

Q. With reference to train costs, have you 
assumed, in effect, that the volume of train service 
-- and I mean by that, train miles -- on each main line 
and branch line, other than solely related lines, is 
proportionate to the volume of grain handled on: that 
line? 

RK. MES 2 

Q. If grain accounted for 60 per cent of 
the traffic in a train, you put 60 per cent of the train 
cost as chargeable to grain? 

A. Yes ,cairs 

Q. Doesn't this assume that train service 
is 100 per cent variable with traffic? 


A. Yes, it does. This was very fully tested. 
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ANGUS. STONEHOUSE @co.Lrp, LeENAason, cr-ex. 11864 
TORONTO, ONTARIO (Ma cKimmie ) : 


Q. Are not some trains run irrespective of 
the tonnage offered? 

A, Would you like me to review the test? 

Q. Aren't some trains run irrespective of 
tonnage offered? 

A. Yes; many nae freights are run because 
of the switching service to be performed. 

Q. What did you want to do? 

A. Do you want to go on? 

Q. No, I have had all I need. If some 
trains are run irrespective of the tonnage offered, doesn! 
it mean some train costs are constant although you’ are 
treating them as though they were all 100 per cent 
variable? 

A. No. My answer was that many trains are 
run -- this is particularly true of way freight trains -- 
because of the amount of switching to be done and not 
so much the tonnage on the train. We have examined each 
of the way trains and also the through train movements 
on Canadian Pacific to test the variability. For ex- 
ample, in way freights we stratified all of our way 
freight operations by frequency of service and determined 
the number of cars on the train for each class, and the 
weight of the train, and the fuel and crew wages per 
train mile. This indicated an extreme degree of adjust- 
ability of way freights, and in so far as main line 
operations were concerned, the only element which gives 
rise to constancy in crew wages on these trains would be 
the need to perform some so-called minimum level of 


service. What we did was to take our total gross ton 
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Stenason, cr-ex. 11865 
ANGUS, STONEHOUSE & CO. LTD. : 
TORONTO, ONTARIO (Ma cKimmie ) 


miles by train run, remove the grain gross ton miles to 
determine the number of trains which would be left on 
the basis of the average weight of trains and then 
satisified ourselves with our traffic department that 
that number of trains would be sufficient for service 
purposes, 

Q. Then, I take it from what you have just 
told me that if you cut export grain traffic by 10 
per cent you would automatically cut 10 per cent off the 
trains, because: you; have got 100 per cent variable? 

That is what you are telling the Commission? 

A. Well, I am telling the Commission -- 
yes, train expenses are treated as being 100 per cent 
variable. Now, the particular way in which they are 
developed at 100 per cent variable has to do with the 
total movement of grain and grain products. 

Q. But you say to me that if the 10 per cent 
of the grain traffic was cut you would also cut 10 per 
cent of the number of trains? 

A. That is what is indicated from the tests 
we have done. 

Qi 0 Be you think you would actually do that, 
irrespective of what is indicated? 

A, Well, our traffic department exercise a 
high degree of flexibility in adjusting trains to the 
traffic being operated. We examined about 1240 way 
freight trains and the adjustments which have been made 
to their schedules over the last three years. 

Q. All right, thank you. Were you finished? 


A. Yes, I think so. 
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Q@. We could go on, but I think I understand 
your position. You say the tests indicate you may do at 
and your traffic people may do it, but the ies hf 
asked you was, do you think you would do it? 

A, Yes. 

Q. Does your study assume that all switching 
costs are 100 per cent variable with traffic? 

A. Yes, sir -- switching time is 100 per 
cent variable, and the switching cost is 100 per cent 
variable with the time. 

Q. And are not some engine hours required 
simply for stand-by purposes between train arrivals? 

A. This is an overhead cost in a yard, 
and you have to look at variabibility in the terms of 
the total adjustment pattern of the yard. 

Q. Is there a substantial amount of 
idle crew and engine time which must be paid for whether 
the cars are handled or not? 

A, There is idle time in yards which arises 
as part of the normal working of the yard. 

Q. Doesn't this mean the switching cost 
cannot be 100 per cent variable with traffic? 

A. No, sir. 

Q. Incidentally, how do you explain, or, 
can you give me any explanation, that in your study for 
switching -- your study charges an average of only 10.7 
minutes per car at Fort William and 29 minutes at 
Vancouver? 

A. This was checked out in response to a 


request of one of the consultants. The answer is the 
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large amount of work involved in Vancouver relative to 
Fort William. The distance involved: the main classi- 
fication yard is Coquitlam which is some distance 
away, and there is a considerable operation there to the 
elevators which are in the water. 

Q. The plant or equipment or yards at Fort 
William lend themselves to a more economic operation, 

I take it, than the plant in Vancouver? 

A. There is less switching time involved. 

Q. And that is the reason -- the facilities 
are better at Fort William, or more accessible? 

A. They are certainly more accessible to 
the grain elevators. 

Q. I am not being critical; I am just trying 
to find the facts. How do you account for the big range 
in car days -- as we understand the submissions, the 
C.N.R. says 24.6 for shipments to the Lakehead, and you 
say only 15 days to Fort William? I know there are 
two days repair car time, I believe? 

A, Yes, the treatment of car days -- you 
are referring to the previous treatment of car days, 
are you? 

Q. Are we? Yes, we are. 

A, Now, as far as the previous treatment 
is concerned --- 

MR. FRAWLEY: Is the witness referring to 
exhibit 132 when he says "previous" as against existing? 

MR. STENASON: What is exhibit number 132? 

MR. FRAWLEY: Those sare the changes you filed 


yesterday. 
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MR. STENASON: Yes, that is right. 
MR. FRAWLEY: Thank you. 


MR. STENASON: The Canadian Pacifiec'car cycle. 


at that time was based on active car days and the car: cycl 
had removed from it any idle time, and I believe the 
Canadian National's was based on the total car days in- 
volved. There is no problem here because the basic unit 
costs are different for the active than they are for the. 
cycle car days. 

MR. MacKIMMIE: Q. What is it under the new 
basis to Fort William, under this study? 

A. The average time? 

Q. Yes. How much was added to the 15 days -- 
that is all I think I need to know. 

Bt Fort William, the active car days are 
17.5, and Vancouver 23.4. Now, to that is added an 
idle ratio to reflect the days during the year that the 
car is idle. I haven't worked out the idle ratio separ- 
ately for the two movements. I can do that if you like. 

Q. If you would not mind doing that, it 
would be appreciated. In any event, there is nothing 
different in the operation of the two railways? I négk 
it is not a question of efficiency, is it? 

A. Well, the Canadian National have a large 
volume of grain traffic going to Prince Rupert and other 
west coast points. Are you talking about all Pacific 
coast traffic? 

Q. What is putting the ideas in my mind 
is that you say it is 23.4 days to Vancouver, and the 


Canadian National 39.8. I am just having a little 
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Wem Be 


1) difficulty with that. 

S A. I think the two figures reflect different 
3] things. The C.N.'s as I understand it, is based on the 
4 total car days involved in the cycle, including idle 

5] time; and ours is based on the active car days with the 


6] idle time excluded. 


a Q. But you are going to supply the ratios? 
8 A. Yes. 


9 Q. Now, Mr. Stenason, basically, as I 
10|| understand it -- and I am reading this because I don't 
11| understand it -- you made a statistical analysis of 


12|| certain expense accounts based on division records. 


13| The division data did not add to the system total; there- 
14| fore, you made all your regression studies on the divisio 
15 level and then adjusted your answers by fixing percentages 
16|| so as to come out with your system totals: am I right? 

17 A. Yes, that was in order to include any 

18|| expenses which are put into the accounts at, actually, 

19| a number of levels? The old district level on Canadian 

20 Pacific, the regional level and the system level. 

21 Q. Doesn't your method assume that the 


22| general expenses incurred at the system level may behave 


in exactly the same way as those incurred on the scene 
at the division level? 

is That assumption is invalid. The only 
accounts in which the difference between the system 
expenses and the division expenses is of significance 
are in the so-called overhead accounts -- overhead and 
track maintenance, equipment maintenance and transporta- 


tion. The bulk of the expenses here are supervisory 
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1] expenses, and the assumption as to whether these were as 

2| variable for the system as they were at the division 

3] level was discussed with the operating officers in these 

4| departments. Generally, the story is that at a division | 
5| require an engineer; you can't'have half of an engineeer 

6] or quarter of an engineer. But, when you get up to the 

7| regional levelor the system ‘ede’ you get the opportunity 

8| for divisibility in the supervisory officers. 

9 Q. Have you tested the results by including 

10| the system expenses first and then making the regression 


11] analysis? 


12 A, I don't understand. 

13 Q. You are not alone. 

14 A. You mean prorating the system?  : 

15 MR, SINCLAIR: Then, I take it that is all 
16] right -- if they are not alone. 


17 THE CHAIRMAN: Well, we will take a recess now. 
18 
19|| ~--Short recess. 


(Page 11872 follows) 
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THE CHAIRMAN: Yes, Mr. MacKimmie? 

MR. MacKIMMIE: Q. Just Seer if I. can get 
it, I will again repeat the question neither you nor I 
understood. I asked you if you had tested the results 
by including the system expenses first and then making 
a regression analysis. In other words, assume that 
the indirect items were ten per cent of the direct 
items, you could have added ten per cent to the direct 
expenses for each division and then made your calculation 
of regression. This would give some test of whether 
the variable cost you used could properly be increased 
ten per cent. 

A. L don't think it would be a valid test, 
because what we are attempting to measure in the regressilon 
is the reaction of the expenses which were actually in- 
curred to the output you had. 

Q. If you got the same variable either way 
you could feel reassured about your theory? Is that 
statement true? 

A. No. 

Q. Now, what tests were made to the degree 
in which these Indirect items do, in fact, vary? 

A. This was based on discussion with 
operating officers and examination of the component 
of the expense, that is the functions which are represen 
ted by the expense. 

They are not tests? 


Q 

A. I would say they are tests. 
Q That is what you call them. 
A 


It ius one form of a test. 
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1 

2 Q. With reference to regression in general, 

3 you found certain relationships which explained the 

4 behaviour of railway expense in terms of railway costs, 

5 and you then applied variable cost to the grain traffic. 

What did you do with the costing factors? 

: A. Originally the constant regression 

j equation, which is computed on the actual value of the edn- 

8 stants of the division, was expanded as a measure of the 

9 system constant expenses. As I explained yesterday, 

10| when I was going over these, this tended to 

11 underestimate the total expenses as a result of having 

12 excluded the terminal divisions in a number of accounts. 
Q. What about negative constants? What did 

a you do with power plant depreciation, and so on? 

- A. The output coefficient computed before th 

15 constant was determined was used in the study. It 

16 would have been -- one could make a case for having 


yg included the output of the coefficient itself. 


18 Q. Have you reduced your constant costs by 

19 these amounts, these negatives? 

20 A. The total constant costs of the system 
have been reduced by these negatives; yes. 

4 Q. In connection with yard conta, would 

7 you agree with a thought that high density line can make 

23 much more efficient utilization of the yard engine 

24 crews and have — unutilized yard crew time? 

25 A. Well, yards are located where there is 


96| high density for the most part. The bulk of that work 
is done by road crews, road engines. 


Q. All I want to know is if you agree that 
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a high density line can make a much more efficient 
utilization? 

Ka No, I wouldn't agree with. that. With 
density comes congestion, and with congestion may come 
idle time. 

Q. Have you got your book handy, the one 
Mr. Mauro was referring to yesterday, page 311? 

A, yes. 

Q. Well, at page 311, bearing in mind the 
introductory words are not too helpful to me, it says: 

"Mazarding a guess, this is probably due to the 
fact that the Pennsylvania and New York Central, 
being high-density roads, are able to make much | 
more efficient utilization of yard engine crews; 
in other words, with higher density and larger 
yards there is a less chance of having unutilized 


yard-crew time." 


What about that statement compared to the - 
question I asked? 

A. Well, I was certainly involved in this 
part of the book. 

Q. You don't want to adopt that statement, 
I take it? 

A. We were discussing the general context 
@& the exclusion of the Pennsylvania and New York Centra 
to certain tests which “ad been made on the cost behaviour 
of these two roads, and this was taken as part of the 
explanation for the cost behaviour in yard expenses. 
But at the time it was written, as I recall, it was not 


intended to be a complete explanation. This was one 
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reason. But I would not agree with that statement toda 
as a result of yard studies we have done and the work 
I have done in Canadian Pacific. 

Q. You wouldn't agree with what somebody 
wrote? 

A. As I say, the situation is different in 
terms of the context. 

Q. What may be true in principle for New 
York Central may not be true for Canadian Pacific? 

A, Well, yes. As I my, this was just an 
explanation. 

COMMISSIONER MANN: You made the eather flat 
statement that with density comes congestion, and with 
congestion comes idle time. Is that a sort of absolute 
statement, or is there such a thing as optimum density? 

AS That was not intended to be a flat 
statement; it was intended to be more a statement on 
factors or tendency. I have made no studies as to the 
optimum utilization of yards. Each yard is different. 

MR. MacKIMMIE: Q. Do not your general 
studies and experience suggest there is a constant cost 
in yard studies which you have not allowed for by your 
treatment in yard costs as 100 per cent variable? 
| A. No, I know of nothing in my experience 
or studies which would indicate that. ; 

Q. I wonder if you would look at your book 
again, your joint effort. Reading from a text which is 
on page 315, my question is this: Referring to page 315,| 
the preparation which you made, especially as to 


statistical matters, would you agree there is a substantial 
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1 
2 amount of constant which includes -- I will read it -- 
",..Stand-by engineers and a sort of threshold 
output of engine hours that must be obtained befor 
: reaching the level of operations at which the 
5 ace regression function provides a reasonably 
6 good fit to the historical data." 
7 A. I just want to go back to the regression 
8 equation which is treated here. 
9 Q. All I am looking for is -- all I say is 
10 the basic principle must be more idle time than it 
would for more track. 
" A. No, I think that is not a correct use of 
Fi the concept of variability. But I am back at the equation. 
13 


When this was run in the United States, a constant was 
indicated in the regression equation, and there is a 
very tiny constant indicated in the regression equation 
which was run in the Canadian Pacific, and therefore 
what comes before that statement from which the explan- 
ation of the constant followed is not the case as a 
result of tests which we performed on Canadian Pacific. 

Q. Neither would you agree with me that a 
given yard used to 50 per cent of the capacity of the 
engine service could handle more traffic without adding 
more engine hours. 

A. No, sir, because the idle time results 
from such matters as lunchtime and the yard being blocke 
so that the engine can't get from one point to another, 
and this doesn't say if I add traffic you are going to 
be able to use that idle time. 


Q. I don't think you use 50 per cent of the 
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time for lunch. Can we agree that a given yard used 
to 50 per cent of the capacity of the engine service 
could handle more traffic without adding more engine 
hours? 

A. I would say that fact was not enough to 
make the conciusions you have made. 

Q. You disagree with me, I take it? 

A. Yes. 

Q. Now, you disagree with that particular 
fact, that a yard used to 50 per cent of capacity could 
handle more traffic without adding engine hours? 

A. There are so many factors involved here 
that you can't take one factor and base a conclusion 
upon it. Each yard is different. There are different 
reasons for idle time. 

Q. Lunch? 

A. The yard being blocked. 

Q. In analyzing the line which handled grain 
-- I am talking about solely related lines -~ did you 
make any search of the records to see how much traffic 
the C. P. R. and management expected to handle when they 
bullt branch lines? 

A606 UNG, 6S: 

Q. You say that you examined to see whether 
or not that line would have been built or maintained if 
it was not for the handling of grain. What test did 
you actually make as to whether it would have been built? 

A. This was an economy test based on the 
1958 traffic movement which I referred to yesterday, and, 


of course, I was discussing there more the general rationale 


TVOLL -X9=% yMosas|ese aT4 09 4 aavonaMore mUoHA 
tanmntao al) et it 


a 


boat Suey covig seads oerTys aw nad -fonul oT 


soives? -entans sit to yttosqes’ afd Yo dares eq Oem 


enintie sxom yaibbs suodsiw of tied erom efbaad biuoo 


faworn 
ev Mguone gon asw gos? gadt yse oivow £ eA 
» | .obsm svan poy eotauloaos edd ofan 
‘34 efad T .om adiw sengesio soy nf) 


.asy oA 


q 
wilvetduse dadd déiw setmpetd voy . WOU -2 > 


blues ¥Yaleseqss to Ineo eq OF ot boew Betsy 8 Sant .soee 


Setyod entnae antbbs tuodtiw ofttety stom eibral 


a 


eter bevfovak eucvos? Yasm os ota ersd? A 


jotsiotoo @ sasd Pas totost ons snlsd QS aeO hey Vame 
| MMS TS TED -S g svedT ~-3H979TTLD al beey dosh | tf aoqu y 
omnis ofpf tot enoaset wy 

from. .p 

Hetoolid galsad omsy ett WA 

bsloied flotdw safl said gnitayiaads at” ap 

-~ aon!’ hegaies yisioe syede anblis? me i <= 

SLT TSa. dovum Worl see oF ebteoss ons ‘lo AoYsss Yas Siam 
stiw oCOmac oc beteeqxee dremsgeniam bas .A .f .D Sis 
Yeenttl sonaxd Jf tug 

wis .of A 

935 09 Domimaxe toy Jerid Yee wOY 6 
wletnism ww Jifiud aesd over Sivow entl tad? son cs 


I Jaw .1fada lo gnifbusd sdv wot won asw gL 
% 


q 


ased over bluow ch weddedw of ex Slam Yileusos Hoge 


| il 10 8880 s6eJ Yuoreoes ns esw erat of 
.VSht9ssey oF berretet I dolLdw snsmevom olfttiersy SSL 


i 
MC lTa" C[evenres sit sion etedd guisauoeth esw I ,setmvoo te 
; h 
{ 
| 


ANGUS, STONEHOUSE & CO. LTD. Stenason, Cr—-€X. 11878 
TORONTO, ONTARIO (MacKimmie ) 


behind the building of branch lines on Canadian Pacific. 

Q. On. page 20 you say -- that is Cc. P. 7, 
the memorandum in respect to the cost study, page 20. 

A. Yes, I have it before me. 

Q. "Every branch line operated by Canadian 

Pacific in the prairie region was examined to 
. determine whether or not that line would have been 
bus it. 

Now, that is not 1958, is it? 

A, Well, that is what was intended here; 
it was based on the test. 

Q. Now, sir, I believe on page 22 of that 
same text you make reference to the fact that you did 
not assign any constant cost to passenger service because 
it is incremental, and it is bracketed. What do you 
mean by sayingpassenger traffic is incremental? 

A. It is not the major business carried on 
by the railway. | 

Q. Is moving steel the major business? 

Pe; Freight is the major business of the railway. 

Q. Car steel or car lumber -- is it the majo 
business of the railway? 

A. It depends on the commodity, and each 
movement, its volume in relation to the total; its 
operation has to be looked at. It is impossible to 
generalize. 

Q. Well, does this mean you expect the 
freight traffic to bear all the constant costs? 

A. Yes. 


Q. If passenger service cannot pay any more, 
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2| you just write off their constant costs? 

3 A. Well, it isn't their constant costs. 

4 Q. Bapobse the government of Canada, in its 
5 wisdom, decide that passenger service was very necessary, 


was essential, in the matter of national policy, and they 


6 
: say: "We are going to subsidize the railway," and they 
do subsidize it, in calculating that subsidy, would you 
8 
show any constant costs? 
9 


A. I don't feel that passenger service should 
10| bear constant cost, 

11 Q. I see. If you had apportioned some 

12 constant costs to passenger service simply because it is 


there, merely as a test, would you reduce the costs charge 


13 
to Crow's Nest grain? 
“ bs Well, the constant cost is a single amount 
a: and any allocation of it to passenger as well as to freigh 
16 | Would reduce it, yes. 
17 Q. You wouldn't know by how much? 
18 A. No, I wouldn't. 
19 Q. With reference to the cost of money, how 
20 much of full Crow's Nest cost represents the application 
4 of the 10.38 per cent, the cost of money, including income 
tax? 
22 
A. The total cost of money as recomputed 
23 


| with the revisions on variable cost is $11,845,000. i 

24 do not have readily available the cost of money portion 

25|| of the constant which is charged to grain. That would 

26|| have to be developed. 

27 Q. Would $25 million sound all right? 

A. I would like to check it. I think it woul 
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be less than that. 

Q. Do you know how much it is for roads, 
locomotives, freight cars? 

A. Well, the items would be -- no, it would 
be a lot less than that. It is approximately $16 
Boe llion. I was just taking 15 per eent of the total 
investment in the constant. 

Q. Now, to finish up, on those corrections 
we had yesterday in Exhibit 132, are listed number of 
changes, I take it you don't imply that these were all 
the criticisms? 

A. Well, we had a statement accompanying thi 
on additional points. 

Q. And do you say including everthing that 
was discussed? 

A. No, I wouldn't say that. 

Q. The biggest change appears on page 7, the 
amount charged to grain. Now, heads will fall if that 
suggestion came from some of the grain experts. Who 
spawned this idea, who was suggesting that you add that 
amount to grain -- $2 million? 

A. Well, this arose from a number of tests 
by various people. One such test was that we look 
at the total constant cost as computed from regression 
equations, the total variable freight expense and total 
passenger expense, and see if they add up to the total 
operating expense of the system. That was a test on 
the efficacy of the constant from the constant in the 
regression equation. 


Q. My instructions are that this biggest 
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change of $2 million in essence came from you? 

A. Yes, we See it, but, as I say, there were 
a number of discussions. 

Q. Did you advise them of the new procedure 
prior to this last week? 

A. On the constant? 

Q. eae 

A. Yes, when Mr. Saunders was in Montreal the 
last week I discussed -- 

Q. The question was before then. Did you 
tell him anything before then? 

A. I told him over the phone, I think a week 
or so before he was in Montreal, that there were certain 
revisions. I don't know that we discussed them in 
detail. 

Q. What did you tell him? 

A. I don't know, We didn't discuss them 
in detail’. 

Q. Just something like this is a surprise 
for you when you come to Montreal? 

A. No, it wasn't intended that way at all. 

Q. Just two or three more questions. Your 
studies on variability of operating expenses are based 
on data. As I understand it, there are 31 divisions, 
but your studies have been based on only 27 divisions. 
Now, why is this? 

A. Well, there are a number of different 
treatments here. 

Q. I don't want to take up unnecessary time, 


Mr. Stenason, but is that essentially right? 


(Page 11884 follows) 
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A. Farts of it are all right. The road prope ty 
investment is based on 27. 201 is the overhead on 
road investment - on road maintenance - and that was 
based on 27; 22 was based on 21; 27 was based on 27; 

227 was based on 27 and 231 was based on 31. 

Q. You did mention investment. If the 
method is not valid for investment why is it good for 
three or four more divisions? 

A, Well, the decision as to whether 31 or 
27 divisions would be used was based on examination of 
the data, and, particularly, the extent to which the 
four terminal divisions tended to fit the distribution 
of expenses over all. This is a scatter diagram. 

Q. That is one of the faults of this retro- 
gression method -that if it doesn't fit you have just 
to throw it away. 

A. I beg your pardon? 

Q@. That 1s one of the faults of this 
retrogression method. If those four don't fit you have 
to throw them away and work out what does fit. 

A, Well, yes; this goes to an examination of 
the nature of expenses. For example, on station expenses, 
the nature of station expense in the terminal division 
was different than in the line haul division. 

Q. I assume, Mr. Stenason, the working paper, 
for this exhibit 132 could be made available? 

A, Yes. 

MR. MacKIMMIE: Thank you, Mr. Chairman and 
Me. Stenason and counsel, and particularly Mr. Mauro, 


for letting me interrupt so that I can let Mr. Saunders 
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away. Both I and my clients appreciate that. 

THE CHAIRMAN: Just following up, Mr. Stenason, 
this exhibit 132. That item on page 7 of exhibit 132 - 
when did you determine the change? 

MR, STENASON: It was Govern ned about two or 
three weeks ago. 

THE CHAIRMAN: Did you advise the consultants 
of the change? 

MR. STENASON: As soon as we saw them we advised 
them that they were being done; and they still weren't 
finally complete up to about a week and a half ago. 

THE CHAIRMAN: Did you advise Dr. Armstrong 
who, you know, was acting for the Ror cien 

MR. STENASON: I advised him that there were 
changes. 

THE CHAIRMAN: But did you advise him of the 
nature of the changes? 

MR, STENASON: No, I did not until last week, 
because I wanted to get them all completed. 

THE CHAIRMAN: When did you advise Mr. Banks? 

MR. STENASON: In Montreal, about a week before 
last - again, that there were changes. 

THE CHAIRMAN: Well, I mean, he was there, and 
you allowed him to figure on the figures that were filed 
by you; but did you advise him of these changes? 

MR. STENASON: No; they were not completed 
at that time. 

THE CHAIRMAN: So that he did not have the 
changes when he was there? 


MR. STENASON: No, he did not. 
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1 THE CHAIRMAN: And when did he get them? 
2|| When did you give them to him? 
3 MR. STENASON: They were released..,. 
= MR. SINCLAIR: I released them. 
5 THE CHAIRMAN: When? 
6 MR. SINCLAIR: I forget the exact day. It was 
7| Tuesday, I think - a week ago Tuesday; I think that is 
8] right. 
9 MR. MAURO: The day of the truckers! cross- 


10|| examination. 

11 MR.SINCLAIR: I released them to counsel, 

12|| and, not only that, I air mailed copies out to the 

13/ consultants. 

14 THE CHAIRMAN: Mr. Stenason, are we to under- 
15] stand that exhibit 132 includes changes that were made 
16. from time to time as you discovered them? 

17 MR, STENASON: Yes. 

18 THE CHAIRMAN: And some of them will go back 
19| to last. January? 

20 MR, STENASON: Yes; as a matter of fact, the 
21| most significant change on the variable costs was in fr- 
22|| eight car repairs, and this really arose from tests 

23|| which resulted from a meeting we had in Montreal in 

24|| November, and there was a very large scale sample involved|. 
25 THE CHAIRMAN: Wouldn't it have been fair to 
26| have advised the other consultants at that time of 

27|| that change? 

28 MR. SINCLAIR: I will take responsiblity for 
29! that. 


30 THE CHAIRMAN: I shall ask. you, then.Mr. Sinclai 
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Wouldn't it have been fair to have advised the other 
consultants at that time of that change? 

MR, SINCLAIR: I think what I said was that 
I was going to make some changes, and I told 
Mr. Stenason that I would introduce them to the 
Commission. We did advise them that we were considering 
the changes and were making them. 

If there is any criticism it should be directed 
towards me and not to the witness. 

THE CHAIRMAN: Of course, I am concerned with 
the Commission and not with the C.P.R. or with Mr. 
Stenason; and these were not released until last week? 

MR. SINCLAIR: Well, Mr. Chairman, we have 
had these people sitting with us week on week - sometimes 
we met for four days - and we have been discussing with 
. them various changes. 

As a matter of fact, on switching studies 
Mr. Stenason sent the studies to these people to look 
at all the work papers, to put on the charges. The 
consultant of Mr. Mauro and Mr. Frawley was given full 
opportunity to look through the working papers before 
the changes when he was in Montreal. 

THE CHAIRMAN: But does this represent a chang- 
ing of the rulesin the middle of the game, Mr. Sinclair? 

MR. SINCLAIR: No, sir; and I do want to make 
it clear that the switching studies - the additional 
switching studies that were suggested - the working 
papers behind them were available and were gone through 
with those experts. 


THE CHAIRMAN: Was Mr. Banks allowed to figure 
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on the old figures without the new figures being availabl 
when you had them? 

MR. SINCLAIR: Was he allowed to figure on 
the old figures when we had the new figures when they 
were available? 

THE CHAIRMAN: Yes; and Mr. Stenason says some 
of these figures were available from last January. 

MR, SINCLAIR: Yes. 

THE CHAIRMAN: And Mr. Banks and Mr. Saunders 
saw all of what the changes were? 

MR, SINCLAIR: For instance, the $48,000 in 
revenue that is on page 2 of exhibit 132 - I think 
that was suggested by Mr. Saunders. 

MR. STENASON: Mr. Banks. 

MR. SINCLAIR: I think we told Mr. Saunders 
_ that we were making the check and making this change. 
The actual amount of it may not have been communicated 
to him, but we did tell him the change would be made, 

I wouldn't attempt to say in retrospect where 
the thoughts on the changes originated. 

THE CHAIRMAN: Well, I mention this with 
reference to the statement made by Mr. Stenason. 

Now, the change on page 7 with reference to 
eonstant cost statement 411 of $2,316,920.00 - that is 
a very material change. 

MR. SINCLAIR: Well, Mr. Chairman, I think 
that basically the thought of approaching this by 
macro tests originated in one of the Commission staff 
who, I think, is in this room. Ithink the suggestion 


of using the macro test on this thing originated with 
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him; and this is really what this is. 

THE CHAIRMAN: My only point is that the 
consultants were left in the dark on actual changes 
until last week. 

MR. SINCLAIR: In their full, complete detail, 
in some respects, yes. 

THE CHAIRMAN: Why should that be? 

MR. FRAWLEY: I want to correct a statement 
made a moment ago that these statements were released 
on the second day of the truckers! examination. Mr, 
Banks was not given that statement at any time until 
two days ago - Monday of this week. Mr. Benks is 
engaged, as the C.P.R. has been engaged, in a substantive 
cost analysis of his own. 

Now, Mr. Sinclair released them to Mr. Mauro 

-and myself. We are now in the position that this man 
Banks, who was in constant communication with Mr. Stenasonl, 
was not given any papers at all. Now, here is exhibit 
132, in which Mr. Stenason is adding 2 million dollars 
to grain. Mr. Banks is an analyist doing cost work 
for us. He was ignored; and Mr. Sinclair handed us 
this copy, as counsel, on the second day of the truckers' 
hearing, which I simply took to be an exhibit, or some 
corrections. Never for a moment did I understand the 
significance of it, or did anyone, until Mr. Banks came 
here on Monday. Mr. Banks wasn't sent this information 
by Mr. Stenason, and he finds it on Monday of this week. 
Mr. Banks was ignored. Mr. Mauro and I were handed this 
document which was going to be put in. 


T want this to bear on the Commission as an 
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indication so far as showing the co-operation which 
we get. 

MR. MAURO: On that point, I would like to 
say that we, at the invitation of the Commission and 
C.P.R. sent our people up to Montreal. They were there 
for four days, and I can speak with some personal know- 
ledge of what went on. During that very time when these 
figures were available - during the very time when these 
figures were within their possession - Mr. Stenason and 
the C.P.R. permitted our consultants to use the older 
figures. I asked for the particular one on the allocated 
system day and days allocatable to grain - the 
working papers - that now appear to be changed. There 
is a principle involved here. “We think it is an im- 
portant principle. We could have had that material in 
time. 

THE CHAIRMAN: Will you go on with the 
examination Mr. Mauro? 

COMMISSIONER GOBEIL: Before you start, you 
asked a question, Mr. MacKimmie, to the witness on 
how much higher would be the cost for the grain moving 
to the west, I believe - how much the cost will be 
higher for grain moving westward, and I think the witness 
said that it would be not much more except for fuel? 

MR. MacKINNIE: I believe, on that reference, 
that I introduced the question by saying that my clients 
were interested not just solely in the grain question 
but on things that might develop in national policy, 
and I was asking the witness would it cost more to take 


grain over the mountainsthan the prairies. The witness's 
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answer was, as I recall it - and I am sure you will 
correct me if I am wrong - that there would be some more; 
there would be more fuel and services, 

Is that right, Mr. Stenason? 

THE WITNESS: Yes; because the trains, for 
operating through the mountain, would be lighter as a 
result of the grades. 

MR, MacKIMMIE: In my substantive summation 
we may have some more of our views and figures on that 
particular matter; but that was the purpose of the 


question. 


CROSS-EXAMINATION BY MR. MAURO (CONTINUED 

Q. Just to complete this matter of the 
new exhibit, would you turn to exhibit 63, statement 
405. Is the item under "Track maintenance and Deprecia- 
tion," $2,155,000. 00 changelas a result of this new 
exhibit 1329? 

A. Yes; the two items.... 

Q. And the 482,000? 

A, Yes. 

Q. These are changed? 

Be Yes, 

Q. Is the item of 262,810 dollars now changed? 

A. No. 

Q. Under "Station and Office Building Main- 
tenance and Depreciation"? 

A. No. The superintendant factors is | 
changed and that is contained in those five items below - 


"road maintenacne supervision and overhead." 
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Q. Then there is the combined total of 
39,917 dollars - lines 26, 27, 28 and 17? 

A. Just a minute and I will check. Yes, 
that is included. 

Q. There is a change there, Mr. Stenason? 

A. As a result of the superintendente adjust- 
ment factors which I explain under item 5. 

Q. So that is another change. Then, the 
items at lines 19, 20 and 21, betomethe change mentioned 
in your item 3? 

A. Yes. 

Q..': That is another change? 

A yes. 

Q. And the 239,000 at line 24 is changed 
under your number 4? 

A. Yes. 

Q. So that every figure in exhibit 63 is 
now changed? 

A. No, I wouldn't say every figure in exhibit 
63 was now changed. 

Q. What is the new figure for column: 10? 


We will start down column 10, Is 2,155,228 the correct 


figure? 

A. No, there is a change there. 

Q. The 482,000? 

A. Could I make a correction? - 

MR. SINCLAIR: Let the witness finish his 
answer. 


THE CHAIRMAN: Everybody is impetuous this 


morning. 
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Pee ei MaurS) 
1 MR. STENASON: There is a change in the super- 


2) intendant which affects each of these figures because 

3] this superintendant is applied on to the other... 

4 Q. We will just do it one at a time. We 
will start with for track maintenance and depreciation. 
Is .16441 the correct co-efficient? 

A. That is .16075. 

Q. It is now .16075. What about the adjust- 
ment factors, 1.01430? 

A. That is the same. 

Q. The adjusted, .16676? 

A. Phatiisthis7ad 

Q. Superintendence, .00941? 

A, That is .00864, 

Q. The total co-efficient on unit cost, 

VLT 6% 

A, MLIS(D% 

Q. The output unit of study traffic? 

A, They are the same. 

Q. What is the final sum? 

AY, 21585089. 

Q. Looking up at the top line, "road mainten- 
ance and superintendants and overhead," unadjusted co- 
efficient, .3586? 

A, 3288. 

Q. The adjustment factor? 

A. It is the same. 

Q. The adjusted co-efficient? 

A, 05247. 


MR. MAURO: Mr. Chairman, I point this out 
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simply to show the nature of the changes that have been 
brought about by exhibit 132, and I would recommend, to 
save the time of the Commission, that the C.P.R. be now 
asked to file new exhibits for 63, 64, 65, 66, 67, 68, 
69 and 70; and also the summary appearing at page 30 of 
the precis at page 2816 of the transcript. 

We make this request because we feel it is 
the only method of obtaining the corrected exhibits other 
than going to each line as I have done and obtaining the 
new co-efficients and the variables and the new adjust- 
ments; because these exhibits are changed in almost every| 
one of the numbers in. this study. 

I would make that motion and then I will continu 
my cross-examination. 

MR. SINCLAIR: It is quite obvious that there 
has been a stategy meeting among my friends, and the 
strategy of the meeting is to try and get a further 
flay after five or six months,in my submission; and 
what all this intensive work has done is to make relativel 
minor changes in the situation overall. 

If my friends are at any major disability I 
am very much surprised, because the bases of the changes 
were suggested by the consultants with the exception of 
a few of the minor adjustments, and the major adjustments 
arise from macro-testing of the constant which I referred 
to before. 

It does seem to me that the suggestion that 
all these numbers Epaa7d be changed, as has now been 


requested, is unnecessary and is not required to enable 


my friends to handle this thing in a realistic way. 
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MR, FRAWLEY: Thank you for telling us how to 
handle it. 

MR.SINCLAIR: I hear the voice of... 

MR. FRAWLEY: And you will continue to hear it 
when you make suggestions that this is a piece of strategy | 
on our part, because it certainly isn't. 

MR, SINCLAIR: I have made my submission. 

THE CHAIRMAN: Well, we will consider your 
application. It is not granted at the moment at all. 

MR. MAURO: Then, before I am finished with the 
witness, Mr. Chairman, I feel that I certainly will 
have to go through every item of these exhibits to get 
the correct figures put into them. 

THE CHAIRMAN: We don't want to drag things 
out too much. 

MR. MAURO: Nor do I. 

It is certainly a little disconcerting to hear 
something like changes brought about by my learned friend 

being mentioned as being used as a stratagem. 

MR. SINCLAIR: There was no reason, Mr. Chair- 
man, except my desire to assist counsel, for putting this 
out when I did. I could have made the changes in the 
witness box with the witness when he was there. It 
was to assist my friends that I did give them this over 
a week before they were going to be dealing with the 


matter. 
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MR. MAURO: My learned friend knows, and the 
Commission knows, it has nothing to do with counsel. 
It could have been given to counsel a month ago. Why 
do you think we have hired these experts? We have 
hired them because we don't understand this business. 
Our experts are doing a complete new cost analysis, 
and they are using the data supplied to us, and if that 
data supplied to us has been changed, our work is meaning+ 
less. 

THE CHAIRMAN: Well, we will take a break 


now. 
---Short recess. 


THE CHAIRMAN: Order, please. Mr. Sinclair? 

MR. SINCLAIR: Mr. Chairman, in view of the 
fact that my friend, Mr. Mauro, -- and I take it, my 
friend Mr. Frawley -- would like, and think it would be 
of some assistance to them, to have this done, we 
suggest to the Commission that there is a firm here in. 
Ottawa, if we can get priority, and we will try to do 
so, and I think we likely can, and we will photograph 
these statements up and we will try to have them back 
here by three o'clock. I would therefore suggest that 
the Commission, if they wish this done, and if they 
feel that the assistance of counsel is to be given and 
want that done, that we adjourn now and reconvene at 
three o'clock, and in the interim we will try to have 
sufficient copies for the Commission and counsel and 
their advisors; about twenty-five copies. 


MR. MAURO: These are the working papers that 
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are going to be photographed? 

MR. SINCLAIR: No. The figures on the pages 
which you have reference to -- 66, 67. 

THE CHAIRMAN: The corrected exhibits. 

MR. SINCLAIR: Sixty-three to 70. 

COMMISSIONER MANN: And page 30 of the 
memorandum. 

THE CHAIRMAN: Mr. Mauro? 

MR. MAURO: That is fine on the exhibits, 
but what about the working papers that underlie the 
figures so that our consultants can take these back and 
reprocess them? 

, THE CHAIRMAN: Well, I don't think that can 
be done. 

| MR. SINCLAIR: Well, Mr. Chairman, I just -- 
well, I won't say any more about this. I can under- 
stand what this is, and I must say that I think we have 
tried to be co-operative here in the suggestion we have 
made. 

MR. FRAWLEY: Do I understand the various work- 
ing papers behind the changes in Exhibit 132 are not 
being volunteered for our consultants immediately? 

THE CHAIRMAN: Oh, yes, I understand they are 
available. 

MR. SINCLAIR: They are open. 

THE CHAIRMAN: But they are not being copied. 

MR. FRAWLEY: We want them sent to Washingto 
immediately so that Mr. Banks can work on them. Let us 
be clear about that. 

MR. SINCLAIR: Well, we:are not sending the 
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working papers to Washington. 

MR. FRAWLEY: Well, that is the issue. 

THE CHAIRMAN: We will adjourn now until 3 
o'clock. 

MR. SINCLAIR: And we will do our very best 
to have the statements back by then. 


---Whereupon the Commission adjourned at 11.35 a.m. until 
Sse 
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---On resuming at 3.00 p.m. 


THE CHAIRMAN: Order, please. Very well, 
Mr. Mauro. 

MR. MAURO: Q. Mr. Stenason, would you refer 
to a letter sent to you on May 4, 1960, by R. L. Banks. 
The date was May 4, 1960. 

| Be Yes, I have that, Mr. Mauro. 

Q. On the last page there appears this para- 

graph: 
"we note that your WP-11l provides a composite figure} 
for freight car hire of all types of cars. It 1s” 
possible to secure net hire debit or credit figures 
Dy Gype, Of Car. le. tor. stock, flat, ore, box, aubo, 
gondolas, reefers and hoppers-coal shown separately 
Lf so, receipt of these data would be much appreciated. 
We are of course making every endeavour to ac- 
commodate the Commission's time-schedule. Your co- 
operation towards meeting this objective is solicited. 
| Yours very truly, 
Robert L. Banks." 

And your reply of May 6: 

"There is no data available on net hire debit or 
credit by type of car." 

Dae Yes,.thoat,.ds correct. 

Q. Are you familiar with the tabulations an 
records maintained by the Railway Association of Canada? 

1 Yes, with most of them. 

Q. I show you the freight car locations for 
January, 1958. Does that contain a breakdown of the 


number of cars owned by the various railroads, a 
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breakdown of box, auto, gondola, and others? 

A. It shows the number of cars owned, the 
home cars on Canadian and foreign lines. It shows 
nothing on per diem debits and credits. 

Q. Does it not show the on line cars, the 
total number of cars owned by the various railways? 

A. It shows the total cars on line and the 
cars owned. 

Q. Where do you think they would receive 
that information? 

A. This data is available in our accounting 
records. We do not have split out the per diem factor 
between different types of cars. 

Q. Couldn't that data that Mr. Banks requeste 
of you be readily available? 

A. Well, I checked with our accounting depart, 
ment to see if it could be made available, and I found 
it could not be made readily available. 

Q. You and I were discussing at one point 
yesterday as to whether or not there were pada 
possible in larger cuts in switching of freight cars, and| 
I referred you to Mr. Wright's formula and you advised 
me that from your investigation Mr. Wright was wrong. 

At page 11813 I asked you: 
"Are you familiar with an article in The Railway 
Age, January 4, 1960, entitled. 'How Cars in Multipl 
Cut Costs '? It is commonly referred to as the 
Wright formula. 
A Yes, I am familiar with the article, and Il 


might say we tested this formula in Canadian 
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"Pacific. 

Q. What did you come up with? 

A. With a disagreement with Mr. Wright on the 
influence of size of cut on yard costs." 

I would now like to have clarified the opinion 
of someone else who is interested in these matters, 
namely, Messrs. Meyer, Peck, Stenason and Zwick. At 
page 313 it says: 

"One disturbing aspect of these functional relation 
Ships is the large size of the constant terms in 
both cases. It would be convenient to ascribe these 

constants to unproductive time, but such time has 
been excluded by definition from the data used in th 
analysis. Careful inspection of the data in Tables 


B-6 and B-7 indicates thet these constants are due t 
a substantial nonlinearity in the relationship for 


ao 


the smaller blocks, and particularly for biocks in- 
volving a small number of cuts. This is true of 
both the hump yard and flat yard operations, a fact 
which is best substantiated by a quick perusal of 
the minuteper-cut column in both tables. The time 
consumed for cuts seems to drop sharply as the numbe 
of cuts per block of cars is increased." 


Now, I assume that your investigations for 
the Canadian Pacific Railway not only convinced you that 
Mr. Wright was wrong, but that Messrs. Myer, Peck, 
Stenason and Zwick were also wrong. 

A. Well, could I say something? The source 
er this table is E. C. Poole, Traffic Capacity of 
Railroads. I know at the time that this was written 
that we had some data from the Chesapeake and Ohio, 
and I discussed at that time this matter with Mr. Wright; 


he is with the C. N. R. Now, irrespective of that, 
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2 the studies which we have done in Canadian Pacific have 


led me to revise my thinking on the matter. 


3 
P Q. So that your experience in 1947 to 1950 
and the data you obtained in the United States and the 
§ 
basic data upon which Mr. Wright evolved his formula 
6 


do not coincide with your personal experience in the cost 
7 study which you have submitted to this Commission? 
8 A. And with the tasks we have done which I 


9 described yesterday. 


10 Q. Now, you suggested to my learned friend 

Mr. MacKimmie this morning that branch line trains operated 
é primarily for switching service? 
‘z A. It is an important factor in the operation 
* Gi branch line prains.. 
14 MR. SINCLAIR: I think the evidence was that 


15| it was way trains, not branch lines, as I recollect it. 


16 MR. MAURO: Q. Is. that correct? 

17 A. Yes, way trains. For example, we did a 
18 little study to determine the percentage of ae that was 
involved in way switching on branch line way freight 
‘ trains, and we found that the switching time amounted to 

20 


some 76 per cent of the running time, or a little less than 


21] hair of the total time of the trains. 


22 Q. Is that study available, Mr. Stenason? 

23 A. Yes. 

24 Q. Could it be made available to us? 

25 Ais Just let me check a minute. Yes, we have 
the data available. 

p Q. Thank you. Isn't it true, Mr. Stenason, 

F that the average weights of trains on the C. N. R. way 

28 
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trains are far below the tonnage ratings, hauling power? 

A. Yes, it is generally true. 

Q. And as the way trains are operated primarily 
for switching service, isn't it true that mpst of their 
fuel and crew cost is incurred in road movement rather 
than switching service? 

A. This is a rather difficult question to 
answer, Mr. Mauro. The wage agreements of the company 
provide for the payment of crew wages on way trains, and 
they reflect way switching work and running work. We 
have in our study separated the way switching one from 
the running work by applying a factor which euler: the | 
basis upon which way freight crews are paid and the speed 
at which way switching is done. 

Q. Does your study point up that most of the 
erew wage and fuel cost..is incurred in road movement 
rather ;than switching service? 

COMMISSIONER BALCH: I think probably there is 
a little misunderstanding. If you are referring to 
switching service within yards and compare that with 
switching service out on the road. 

MR. MAURO: Yes, train switching. 

THE WITNESS: Yes, there is a different basis 
of payment. 

MR. MAURO: Thank you very much, Mr. Balch. 

Q. Now, I am asking you whether or not your 
study reflected the fact that crew wage and fuel cost 
is incurred in road movement, the greater proportion of 
crew wage and fuel cost is incurred in road movement 


rather than switching service? 
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A, Well, we have the actual figures. We 
can get them for you. They are not available at the 
moment. There is an adjustment factor applied to 
equate them out. The adjustment factor is 124 over 6. 
It is an adjustment factor for train switching and train 
running. 

Q. I am advised that 80 per cent to 85 per 
cent of the crew wage and fuel costs on the branch line 
way trains are incurred in road movement rather than 
switching, as you yourseif have computed them in the 
study? 

A. I would have to cheek these figures, 

Mr. Mauro. 

Q. And if this were correct -- and you will 
check that -- could we not conciude from this that the 
road haul portion of branch line way train operation 
is a relatively and perhaps absolutely constant cost? 

A, Noj-I don't think we could conclude that. 
It would involve the assumption that the way train would 
continue to operate regardless of the volume of business 
to be done, and that is clearly incorrect, and that has 
been tested through analysis of Canadian Pacific way 
trains and adjustments to the schedules of way trains, 
analysis of the frequency of service. | 

Q. Well, Mr. Stenason, now I am going to direqt 
your attention to non-solely related branch lines, which 
branch lines have scheduled runs, these are scheduled 
freight train runs, and these trains are operated on a 
regular basis, and those costs would be there whether 


they moved a carload of grain or if they moved no grain 


aW .asddnit fentos odd eved ow ftow NA wad 7 
oi} ga ofdetiavs dom ors YOu Woy TOT meds tog ms 
ot HStlage woton? Inomveaoloe as et erent _ + teremomt 

B® yoo 490 af wodse) soomfinl bs SAP eno meds ervespe | 
gtexd bis gatdodhwe nists to? rotost Siemdavbs ne et 3 | 
vantncut 9 

is¢ eb of Jase TEq o8 ssid bealivbs ste LT 9 


egif goaeid ent co deoo Lent de Sg8W WemtD eddy to ane 


ei ‘ M 


reritey di@ecevyom. bsot wt Sowapont ers enters) Yew 
ait ai merit beduanos even Disemwoy UOXy ss acta od iwe 

‘Tybuse 
saurret? Seed sioers oF sven Blnow T -A | 
sonnei iM 
CLkw Noy, bis -- tsevioo sxéw aide Wi bak” SP 


ais tend aldd mott ebdlonos tam sw Divas -- gedt xaoedo 


i 


nolvexysao ritait yew eril doa@etd “To notssoq [usi bsot 
S3n0o tastenoo vletuloeds eqsrlaeq one vlovivsiet 8 ek | 
vtead ebulonoo Biyos ow snide Show I ou AL 
bluow afaryt yaw sal Jedd co liquinges- edgy evloveit biuow. Jt 
geonteud to Sstviov on? to sselhrager evetegqo od eumidaos 

esd tect bas .doertoomt yinesio ef Head bas ,.saob ad. od 


ysw oftiost astbsas) ‘to eteyfans Agvortt betees nesd | 


sacitse’ “sw to asfubsnse edd of etrntsnyeu,os bas. entets 


.e5ivase to youexpesT) eid. Yo. atentsas | 
toerib ot. si7bor ms LT Wich —toesmesa 1. .ffsWw 6.8 
| oti eorll donasd betdselor yloeloe-non od aoltastds TWOY 
; beiuberice ots seed ,2nu1 bebwbedos ever asl dousd 
| S no betdsrego sts sated ssedt bas .enut alist? deighert 

nalvedw sisid sd pivow etaoo seoxtt bas .eieed teivget 


ates3 on bsvom yond tt 1 Wie To baofiad s Bevom Yom 


ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 11905 
TORONTO, ONTARIO (Mauro ) 


whatsoever. 

A. No, the schedules are changed, Mr. Mauro, 
twice a year, and in many cases the trains do not always 
operate upon the schedules set forth. This is freight 
service which we are discussing. If you are referring t 
the working timetable, there are frequent changes in 
the schedules. We are talking about long-term variability 
here. 

Q. And you are suggesting that you would 
approach the costing of the non-solely related branch 
lines and hold that the crew wages and fuel costs of the 
way trains are 100 per cent variable? 

Bis Yes, I. would. 

Q. And that the products therefore carried 
over those lires would have to meet their fully distributed 
cost, including the total 100 per cent cost of the crew 
Wage and fuel? 

A. Yes. 

Q. Do you have any’ idea of the minimum number 
of trains you have to operate to still consider yourself 
operating a railroad? 

A. We have a great many way trains which are 
on an as-if-and-when-required basis. This means that the 
train goes depending on the volume of business and 
volume of traffic to be moved. Now, I mave referred to 
a number of tests on this point, and perhaps I could just 
read into the record the results of those tests, or some 
of them. We stratified, we classed all of our way 
freight operation in the prairie and Pacific regions by 


frequency of service, ranging from four or more trains 


4 


besudiases Eh yily 


woest keno en aa alan or— nal 
| ; 7 
tevecetsiw 


~ 


,omsM .oM bueno ets asiubetor sad yo «A - a 
avawie tom of sataty sds geaso yiem at bas yrsey s eolwd 
drigtert? at ali? .titaot tos selfvuberos ond noqu eteTego 
$ aatrretet sis voy Th -aclegwoeth ers sw doidw soivise 
nt esgmetio dneypett sts Sredd .oldstemts.aniditow’ edd. 
+iftdsivevy oet-ynol troeds pabites oxs SW .selubedoa edd 

pluow poy tedt anttessgue Sts HOY BaA af) 
donstd beislor yleloa-ton edd to gniseoo ed? dosorggs 
sit to etaco Lsul das esgew wotD ‘edd dad? bLod bas ponit 
foldstssv dass seq GOL .e1s sateid Yew 

blvow I ,as¥  .B 

belriso sxotemtend avouboug es Jand brA 9 


eect 03 eved bfuow eeatl saodt xevo 


% f 4 
TC Sti 


worn edd ‘to dees Jheo yveq OOL Lesot edt gatbulont ,dacs 
S{lovt bas sgsw 7 

-asy «A 

rocdhwn smutois odd to sob "yas eved ney of .Q 
‘feemoy tebkanos ilies od stereqo oF eved voy aniath to 
gbsorltes s gattetedo | 

fotdw ented yew yosm deeay 6 sved oW oA : 

oat esd¢d sasem eLAT -alead betitupet-mernw-bas-Ti-es as ro 
has ewonteud lo ommfov afd mo anthasqeb es0g nist 

ot bexxeter svat T «wou Jbovom. 5d ot olfYisiad to ont L8V 
teul, Bluos L.aqeadereq Oas wintog etde no ateetd Yo redmumr 6 
son 0 .ateed oaodd Yo ativuest edd Dioset edd otal bast 
ys" Tuo to [fs beasalo ow .befiivaria oW .medd do 

Vd amtolger oftfost bas elvissq edt at aotsarego sdgiest 


anhey? exom to wot mott gatansit .solvrea To Yonoupet2 


ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 11906 
TORONTO. ONTARIO (Mauro ) 


per week down to 2 trains per week, one per week, two 
per month and on as-if-and-when-required basis, and then 
compared the weights of trains with these various groups, 
within these various groups, and we found variation in 
weight of a train of 1,120 tons for the most frequent 
service and 860 for the next; 810, 970, 1200, 800, which 
indicates in my view quite a consistent pattern of 


flexibility in way train operations. 


(Page 11909 follows) 
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(Mauro) 
Q. The result of this test you have Fuss 
read from would be available also as to stratification 
of the prairies and Pacific regions and the number of 
trains? 
A. We have the working papers, yes. 
Q. On the non-solely-related lines train 


service is primary, other than grain cargo, I take it -- 


grain traffic? 


A. No; grain formed, in many cases, an 
important and fairly high percentage of the traffic 
moving on a number of branch lines and also in some... 

COMMISSIONER GOBEIL: Would that "high" 
mean over 50 per cent? 

MR, STENASON: In gome cases, over 50 per 
cent; but in one of the tests we used it was about 70 
ber cent of local traffic. But there are certain 
branch lines with a high volume of grain. 

MR. MAURO: Q. Well, one of the inherent 
factors in the definition of solely-related and non- 
solely-related was, in the case of non-solely-related 
lines, the preponderance of the service and of costs 
and of purpose of the line which was not primarily for 
grain? 

A. We had quite a rigid test on those 
Solely-related lines based, in part, upon the total 
volume of local traffic in relation to the total local 
freight traffic, and this worked out, in solely-related 
lines, to an average of grain to total of 62.4 per cent; 


and there were, on some lines, about 70 per cent. But 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Stenason cr-ex 11910 


(Mauro ) 
there still would be a number of branch lines in the 
prairie regions with a lesser proportion of grain in 
relation to the total, but with still significant 
grain traffic over the lines. 

Q. I would very much appreciate it if you 
could answer my question as to whether or not, in your 
cost study, the classification of the lines as non- 
solely-related to grain -- whether it could be assumed 
by this Commission and counsel that on those lines 
so designated as non-solely-related the prime factor 
of operation and costs involved is grain? 

A. No, I don't think that could be assumed, 

Q. Are tiene any of the non-solely-related 
lines that are solely-related? 

A. No, not to my knowledge. 

Q. Well, how do we -- we went over this 
yesterday ard I don't want to repeat it -- but if, 
in fact, there are some of the non-solely-related lines 
which still have a preponderance of service to grain 
and a portion of traffic in grain put are still non- 
solely-related, how are they distinguished from those 
lines that are solely-related? 

A. Well, you will recall that one of our 
tests on the solely-related branch lines showed the 
grain volume aa to be approximately 7° per cent of 
the total volume over and above. Now, we could 
still have lines with 45 per cent, or 50 per cent, or 
55 per cent grain and we would not so treat it as 


being solely related, nor could we then say that a 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Stenason cr-ex 11911 

(Mauro) 

major portion of the traffic moving over it was grain. 
Q. And do some of those branch lines also 


operate at a deficit? The ones that just had 50 per 


cent or 60 per cent but not quite 70 per cent -- you 
costed them. Would they operate at a deficit 
revenuewise? 


A. They were not..costed out.for the 
purpose of determining whether they were being operated 
atravprofit or a loss. 

Q. Was the first determinant in costing 
the percentage of grain handled over tne line? 

A. We described the three tests yesterday, 
Mr. Mauro, and the first test, again, was to cost the 
non-grain traffic moving over the lines -- the net 
revenue from the non-grain traffic moving over the line 
and to see if this was sufficient to cover the size 
related costs. 

Q@. You tell me the first test is to check 
the non-grain traffic moving over the line and to see 
whether or not that revenue is sufficient to meet the 
sizeable related costs. Can you tell me how you 
determine whether the revenue was sufficient to meet 
the sizeable related cost if you didn't, in fact, 
cost the branch lines? 

A. We cost the non-grain traffic moving 
over the branch, 

Q@. Didn't you ever take a full cost to see 
whether the revenue came up to the full cost? 


A. No; this was done through the use of 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Stenas On cr-ex 11912 
(Mauro) 
unit costs -- for example, car repairs -- and we were 


only concerned with the output of non-grain traffic. 

Q. So that we have the 70 per cent category 
as a sort of floor level of branch lines solely 
related? 

A. Approximately, yes. 

Qe. What about the artery branch line? 

How much percentage of grain moves over the artery 
line? 

| A. This shows up in the working papers you 
have been supplied with as being less than 70 per cent. 
However, only the part of the line north of Stonewall 
was taken as being closely related, since the bulk of 
non-grain traffic moves between Winnipeg and Stonewall, 

Q. That was not a consideration. The 
percentage of grain on the Arborg line is 36.8 per cent? 

A. On this. line, as I said, it being the 
portion of the line from north of Stonewall. 

Q. So you want to qualify it now and say 
that in the case of the Arborg line it is on that 
portion that the 70 per cent applies? 

A. I believe this was pointed out ina 
footnote to one of the exhibits which we supplied. 

Q. How about Lyleton? What is the 
percentage of grain there? 

A. 84.8. 

Q. In this book it says 34.8? 

A. At Lyleton? My work paper says 


84,8, 
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you report to 


Now, is investment per mile of track the 


ANGUS, STONEHOUSE & co.LTo. OStLEeENason cr-ex 11913 


TORONTO, ONTARIO 


(Mauro ) 


What about Colonsay? -- 
SINCLAIR: That is in Saskatchewan, 


MAURO: Q. What is the percentage 


OG ine 


It didn't come quite up to the 70 per 


No, that was a little short of it. 
And what about Cassils? 

That was 62.9. 

That just didn't quite make it? 


I would like to point out that the 


weighted average for all these lines was 82.4. 


That is the qualification of that. 


lines as on main lines? 
The total investment per mile of track? 


The total investment per mile of track? 


No. 


How have you made allowance for that in 


investment cost per mile of track which 


GG is % 


This was done through regression 


analysis which splits out the minimum level of in- 
vestment for a mile of track and separates the in- 


fluences of Output. 


Have you tried to reconcile your cost 


allocation method with your total operating cost which 


the Board of Transport Commissioners? 


Same on branch 
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ANGUS, STONEHOUSE & CO. LTD. 
RonGHtC MelrNNS Stenason cr-ex 11914 


(Mauro) 


A. I don't understand the question, 

Q. Don't you make an annual report to the 
Board of Transport Commissioners? 

AO Yes . 

Q. Setting out your total operating costs 
of the system? 

fee «Mes 

Q. Have you tried to reconcile your cost 
allocation method and the total arrived at therefrom 
with the statement you make to the Board of Transport 
Commissioners? 

A. Well, the statement we make to the 
Board of Transport Commissioners is a basic source 
document for our cost material. 

we ‘Have? yous. 

APoWes Lt is réconéiled, 

Q. It is reconciled? 

A. yes, in the constant term. 

QPre rs it vedonciled in Exhibit 132? -- 

A. Yes. 

Qe And was it reconciled before Exhibit 132? 

A. No; for the reasons that I mentioned 
this morning. 

Q@. Now, regarding communication costs, Mr. 
Stenason, if you would refer to Exhibit 68 I notice 
that you have charged grain with $645,337 for comm- 
ur ication charges? 


noe Yes. 
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. STONEHOUSE & CO. LTD. 
=o TORONTO, ONTARIO Stenason cr-ex 11915 
(Mauro ) 


Q.- I wonder if you could explain why you 
used train miles instead of train hours, since it 
would seem to me that the use of train miles would 
-penalise freight. If train miles had been used... 

I will start over again. As I understand it, you 
used train hours instead of train miles? 

A. We used train hours on the separation 
between freight and constant on the one hand and 
passenger on the other. 

Q. If train miles had been used there would 
have been a greater cost allocated to passenger service? 

A. The reason for using train hours was 
the nature of the expanse. Communication is associate 
with aeb}atching insofar as railway operations are 
concerned, and train hours is a better measure of 
that type of activity than is train miles. 

Q- Would not a method utilizing train 
miles instead of train hours pasar aia the greater 
cost to passenger services? 

A. Well, I will have to check the figure. 

Q.. Are can familiar with the method utilized 
by the I.C.C. on this item? 

3 Apfed: don'ts =e it before. me 

Qe Are you familiar with it? 

A. I have read a great en, iL 5 C-aVle 
material. | 

Q. I take it you are familiar with the 
rules governing the separation of... 


NR, SINCLAIR: You are reading from a 
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ania eres deine TP Stenason, cr-ex 11916 
(Mauro ) 
document. 
MR. MAURO: Q. Are you aware whether 


the I1.C.C, utilize the system you usec inthe allocation 
of this expense account? 

A. No; Lc am.not. aware, 

Q. £ ene Suggest that theyallocate it 
on maintenance of way superintendence, maintenance 
of equipment, traffic, transportation, superintendence 
and despatching trains, and I understand that you 
only took into consideration the final item, despatching 
the trains? 

A. Weljs no, we took into consideration 
an output unit of train hours which, we felt, best 
represented the factors associated with the expanse. 

Qe. And I suggest that you used every means 
possible -- and I suggest that this is a good example -- 
to see that you could penalize freight and, through 
freight, to attribute a maximum of the amount of the 
allocation to statutory grain? 

he 2 Gon't agree. 

Q. How do you justify the figures you 
take into account, such as the one on grain operations, 
which are affected by the communications system? 

A. Well, this is the basic reason for 
communications expense. 

Q. Is that the conclusion that the 1.¢C.¢, 
has come to -- after all your reading of I.C.C. 
data? | 


A. Well, I would like to analyze the 
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ANGUS, STONEHOUSE & CO. LTD. a 
TORONTO, ONTARIO Stenason cr-ex 11917 
(Mauro ) 


1.C.C..documents. 

Q.o.-AS.I. understand it,:«Mr. sae secae your 
cost item of $645,000 represents 95 per cent of the 
total cost of this item? 

A. tabs DOSE YOUr,. pardon? 

Q. According to our calculations the 
$645,000 that you have attached to communications -- 
assuming that is 1.965 per cent -- would come to 95 
per cent of the total cost of that item? 

A. No. | 

Q. As allocated to general freight? 

A. 95 per cent of the total item? | bs 


certainly can't conceive that. 


Page 11919 follows. 
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1 Q. I am saying -- and you can correct me -- 
2| that 95 per cent of the total cost under communications 
3] expenses have been attributed to freight, and that 

4) 5 per cent has been attributed to other services, under 
5|| the method that you have utilized? 

6 A® Just wait until I get the working paper. 
7| I have the figures before re: the total system expense 

8] in 1958 was 5,725,000, and the total amount allocated 

9| to freight service 5,455,000, 

10 Q. How does that work out to you -- what 

11] percentage? Try 95.2840? 

12 A. Well, if you have the figure. 

13 Q. Yes; you are not as shocked now as you 
14|| were when I suggested it to you? 

15 A, Well, I thought what you were suggesting 
16] earlier was, we had charged 95 per cent of communication 
17| expense to grain. 

18 Q. You only charged $625,000.00, but it 

19| was based on a percentage of the amount charged to 

20 freight, and by a mathematical calculation you were 

21] able to work out that 95 per cent of the cost of this 

22| item was an expense on freight? 

23 A, All of these apportionments were based 
24) on special studies. 

25 Q. Mr. Stenason, you will also file the 

26 Special study on communications and how you worked out 
27} that 95 per cent of that expense as properly allocatable 
28 | to freight service? Will you file that study? 

29 A, We can file the basis of the figures. 


~ 30 Q. The basis upon which you made this judgment 
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That will be filed, will it? 

A. If we can locate it, yes. 

Q. You would not have lost anything as im- 
portant as $5,000.00 worth of expenses? 

A, No; these are based on special studies 
which were done about two years ago on the passenger 
component of the total system expense in Traffic and 
in General. 

Q. Our consultants and the consultants for 
the grain trade have certainly not seen the studies yet, 
and we certainly know you would want us to see them. 

MR. SINCLAIR: They will be made available, 
sir. 

MR. MAURO: Q. Re Equipment Maintenance, 
exhibit 64, I believe there is an item of $726,000.00 
allocated to the study traffic; is that correct? 

A, Yes, that is equipment maintenance, 
superintenden®,; and overhead. 

@. ‘hat has been amended by exhibit 132, 
hasn't it? 

Ay It has been amended to the extent to 
which the base figures on direct equipment maintenance 
were amended. This was an overhead ratio which has been 
filed. 

Q. Did you find any fixed costs under this 
account? 

A. Yes. 

Q. What was the proportion of fixed costs? 

A. I don't have the proportions worked out. 


We had fixed costs of $38,000 per district. This was 
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based on ten observations which the three years separated, 
so it would take me a little while to work it out. 

Q. Would you consider that to be a substantia 
fixed charge on the amount which you have determined as 
a variable? 

A. I would have to work out the proportions. 
Just a minute, I may have them. No,I will have to 
compute it. 

Q. That is fine. On the same exhibit, 64, 
at lines 12 and 13, Road Locomotive Repairs and Depre- 
ciation, you have charged grain with $2,640,000.00 for 
Road Locomotive Repairs and Depreciation? 

A. Well, the figures are not added up here, 
but that is a simple matter. 

Q. Did you find any constant in the fixed 
charge in that item? 

A, We discussed road locomotive repairs 
yesterday. 

Q. Let us discuss it again as to whether or 

not you found a constant? 

A. No, there is no constant included. 

Q. I refer you to page 298 of the Myer book: 

"Though the two measures of capital stock 

size have been eliminated, a substantial fixed 
cost for road engine maintenance is indicated by 
the very large constant of $1,800,875.00, which 
is approximately one quarter of the total average 
maintenance outlay made by the 25 large included 
systems." 


I wondered whether your experience in 1947 to 
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1950 associated on this study was duplicated in your 
study for the C.P.R. that you have presented to this 
Commission? 
A. Iam just refreshing my memory on this. 
As I recall, we were testing the fuel consumption re- 
lationship with repair expenses at the time. 
MR. SINCLAIR: At what time? 
MR. STENASON: At the time this was done. 
MR. SINCLAIR: "This" being what? 
MR. STENASON: 1947 to 1950. 
MR. MAURO: Q. We could perhaps get a little 
more information on your thinking in 1947 to 1950. 
"While most engineering information would appear 
to indicate that engine maintenance costs vary 
primarily with degree of utilization, particularly 
for diesel engines, it is also clear that there 
are some categories of engine maintenance that 
vary primarily with miles of travel or the passage 
of time, for example, wheel and superstructure 
repair. Furthermore, it is not as easy as a rule 
to cost a particular freight shipment in terms of 
fuel consumption as it is in terms of the more tra- 
ditional measures of engine road miles. The fit, 
moreover, between fuel consumption and maintenance 
outlays, as shown in Figures B-2 and B-3, is not as 
close as might be desirable. Consequently, a 
second analysis of read diesel engine maintenance 
was executed in which repairs to road diesels are 
looked upon as a function of road miles of freight, 


road miles of passenger traffic, estimated excess 
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fuel consumption (column 6, Table B-3), estimated 
tractive effort in freight service, and estimated 
tractive effort in passenger service. 

When the analysis was performed, it was found 
that the two measures of capital stock, estimated 
tractive effort in road freight and passenger 
services, were so closely correlated with the 
measures of utilization as to effectively obscure 
the analysis. Apparently, every road was utilizing 
its diesel fleet to almost exactly the same extent; 
probably to the fullest extent possible. In 
other words, this was a period in which very few 
roads had as many road diesels as they really 
wanted and consequently every road diesel was fully 
employed. " 

Then you go on and state: 
"Though the two measures of capital stock 

size have been eliminated, a substantial fixed 

cost for road engine maintenance is indicated by the 

very large constant of $1,080,875..." 

Anyway, Mr. Stenason, regardless of what you, 
in association with Messrs. Myer, Peck and Zwick, dis- 
covered in your study of the American roads, when you 
made your study of the cost of handling statutory 
grain in Canada you came to the firm conclusion that there 
was no constant in this item and that it was completely 
variable? 

A. That was the conclusion I arrived at. 

Q. So that your 1958 or 1959 experience 


was not the same as your 1950 experience? 
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A. Well, as we pointed out in the book, 
this was a period during which new fleets were being 
assimilated by the U.S. railway system and that could 
easily have some impact on the estimates. 

Q. You have been able to change your mind 
on some sound basis, because cektatany anything in this 
book must have been based on accurate data. You 
would not put anything dt Adedanag in a well-bound book. 
You are just as certain of your decision in the findings 
for the grain costs studies nine years later: do you 
think that it is possible nine years hence you may come 
up with a constant again in this particular account? 

A. Well, I don't think I can add anything 
to what I have said. 

Q. Mr. Stenason, if all grain traffic were 
to disappear, what would be the effect on the unit costs 
of remaining traffic? 

A. Well, that is a rather difficult question 
to attempt to answer because of the assumptions which 
are involved and which have to be worked out. 

Q. Can you venture a guess as to whether 
the unit costs of other traffic would go down or up? 

A. Well, we have used variability analysis 
throughout our study. I would say that in so far as 
the road See is concerned, the unit variable 
cost would be the same; in so far as fuel and crew 
wages are concerned, the unit variable cost would be 
the same; in so far as yard switching is concerned, 
the unit variable cost would be the same. 


Q. If grain traffic did not furnish a large 
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1| supply of empty box cars at Vancouver, wouldn't the 

2|| unit costs of the remaining traffic rise? 

3 | A. Well, if grain traffic were not moving 

4| to Vancouver -- this is the difficulty in assumptions: 
5] if grain traffic were not moving to Vancouver I am 

6| sure there would be not ships at Vancouver and, conse- 
7| quently, there would be less import traffic and, conse-~ 
8] quently,. there would not be the demand for box cars. 

9 Q. What about the movement of products from 
10| Vancouver? I understand there is a considerable move- 
11 ment of lumber from Vancouver. Does the C.P.R. move 

12| any commodities other than those imported by boats? 

13 A. Oh yes, but the import traffic is quite 
14] significant. 

15 Q. British Columbia is expanding and there is\a 
16| considerable amount of material produced in British 

17| Columbia coming back into the other regions of Canada. 
18 A. Yes. 

19 Q. Where do they get their empty box cars? 
20] Do they come in by boat? 

21 A. 20,000 empty box cars are moved to 

22| British Columbia at the present time. 

23 Q. You say 20,000 empty box cars are moved 
24) to British Columbia? 

25 A. I believe -- oh, 5,000 empty box cars 

26| are moved westward to Vancouver -- were moved in 1958; 
27|| and 20,000 empty box cars were moved eastward from 

28} Vancouver. 

29 Q. Yes. The grain has to bear the cost, 


3 in your cost study, of the empty prior and post empty 
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1} movement? 

2 A, No, the grain bears the prior empty 

3] movement. 

4 Q. And then the grain carriers are available 


5] to pick up a load in Vancouver; is that correct? 


6 A. In some cases. 

7 Q. In any cases where the traffic is available? 
8 Ave) Yes, 

9 Q. You would not send back empty box cars 


10] if you had traffic? 

11 A. No. 

12 Q. “nd the traffic you pick up in Vancouver, 
13| be it by boat or otherwise, gets the benefit of the fact 
14] you had taken the load of grain into Vancouver and you 


15] had the empty cars and a load is available? 


(Page 11929 follows) 
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TORONTO, ONTARIO (Maur 0 ) 
1 
2 A. Yes, but again we based our empty car 
3 movement on the prior empty mileage. Now, we could 
4 have based it on the subsequent empty mileage. I doubt 
if there would have been any difference; it is just a 
: means of securing the empty mileage of the traffic 
: under study. We also tested the empty mileage in the 
7 


reverse direction of the loaded movement, using I. C. C. 
8] proration methods, and we found we would have used a 


9 higher ratio than was indicated in the study. 


10 Q. I am wondering if you could tell the 

7 Commission, in projecting present-day lines, new present~ 
day branch lines, such as the C. P. R. may have been 

% considering recently, does the C. P. R. demand that the 

13 


single product causing the line to be built be saddled 
14 with all of the line expenses? 
15 A. In the studies which are undertaken in 
16 the Department of Research of the Canadian Pacific, an 
17 estimate of the cost of building the line and operating 


it is arrived at, and an estimate of the revenue from 


18 
19 the traffic which is anticipated to move over it is 
arrived at. Now, many of these new lines have been 
- new mining type of lines where the principal traffic 
4 is mineral products. 
g Q. Now, Mr. Stenason, I certainly appreciate 
23 your explanation. The question is: If you are presently 


24 going to build a line into a mine, is that mine under 
5 the present modern policies asked to pay the full cost 


of that line, the rate that you establish? 


26 
ao I am not a rate expert. 
27 a 
Q. As a cost expert? MY 
28 
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A. As a cost expert, the economic studies 
which we prepare include the full cost of the lines. 

Q. And they would not be built if they 
could make not just an adequate contribution to revenue 
but you would have to see what they would have to receiv 
to receive full cost, ‘and a decision is based on that 
-- not only a sufficient revenue but that which bears 
full cost? 

A. Well, we are only talking about full cost 
of the line. 


Q. And that is what the single commodity, 


when the line is built, is asked to pay? 


A. I have no jurisdiction over the policy 
of the company. I prepare cost and economic studies. 

MR. MAURO: I want to thank you very much ,. 
Mr. Stenason, for putting up with me in a very long 
cross-examination. I appreciate your .co-operation. 

Thank you, Mr. Chairman. | 

THE CHAIRMAN: Mr. Sinclair? 

MR. SINCLAIR: I have those documents here, 
sir, and I assume that the Commission is going to con- 
tinue, and so if we could take a break we can distribute 
them, 

THE CHAIRMAN: We can break now for five 


minutes. 


-~--Short recess. 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 11932 
TORONTO, ONTARIO (Dickson ) i 


THE CHAIRMAN: Order, pleae. 

Do you want to file these, Mr. Sinclair? 

MR. SINCLAIR: Well, with the permission 
Greyou, Tr. Chairman, and the Commission, and in accord- 
ance with the suggestions made, we have prepared revised 
statements, being Exhibits Nos. 63 through 70, and they 
are marked serriatum 63 through 70 (revised), and they 
all reconcile with Exhibit 132. In addition’ == anal 7 
don't think this needs to have an exhibit number S28 
Suggested by Commissioner Mann, we have made the adjust- 
ments to page 30 of Mr. Stenason's precis of evidence, 
that is volume 18, page 2616. 

| The Secretary lto3 suggested that this last 

matter to which I have just referred go int© the 
transcript as a table, and if it is agreed that we do 
that, and then if you want to paste it into your other 
documents, you can do that. 


THE CHAIRMAN: Mr. Dickson? 
CROSS-EXAMINATION BY MR, DICKSON: 


Q. Mr. Stenason, would you turn to Exhibit 
132, please, page 5, item le. 

A. Ze68,. Sif. 

Q. There is a restatement of certain expemse 
and a reduction, and the concluding words of your explan 
ation are: 

" ,..and giving weight to switching under winter 
conditions." 


Would you please tell me what is meant. by that 


expression? 
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A. Yes. We analyzed the yard time per car 
at 6 yards in western Canada to determine the average 
time, that is yard engine minutes, per car handled 
during the summer months and the average time per car 
during the winter months. It was found that the 
winter observations were 15 per cent higher per unit tha 
the summer observations, and an adjustment was therefore 
made to the yard switching minutes at yards where this 
differential is applicable for the winter months. 

Q. Mr. Stenason, in your memorandum you 
emphasize the fact that this factor of winter switching 
and the additional cost that might be imposed was not 
taken into account in your figures, and your counsel, 
Mr. Sinclair, referred to it in the transcript, volume 
18, page 2498. At the bottom of that page Mr. Sinclair 
asked you: 

"And you have said these higher switching costs 
in the wintertime in western Canada were not 
included in the costs of moving the grain to 
export positions as presented to the Commission? 


A’ Yee, that is correct." 


(Page 11939 follows) 
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Dickson 


Do I understand that you have now switched 
from that position and that you have added, in effect, 
a penalty to your item No. 12? ; 

A. Yes; to reflect the cost of winter 
operations. 

Q. And what is the dollar aie of that 
additional penalty? 

A. It was about 300,000 minutes. Now, 
that is 3,000 miles. We will have to compute that. 

Q. Well, just give me a round figure? 

‘A. It would be in the order of $50,000 
or $60,000. 


Q. What prompted you to make this change 


in your position? 


A. Because we felt that this switching under 


winter operations is more expensive than switching 
under summer operations and we felt it was a factor 
which should be properly reflected in the study. 

Q. But you knew that at the time you 
prepared your memorandum? 

A. Yes; although we hadn't the test which 
indicated the extent to which it was a factor; we had 
some tests, I believe, 

Q. When were these tests performed? 

A. They were performed during the last 
two months. 

Q. They hadn't been performed at the time 
you were examined here in December? 


A. We had discussed the matter with our 
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(Dickson) 

yard expert. I don't know whether he had any tests 
available at that time or not. They have been 
completed since, I am informed. 

Q. Within the last two months? 

A. Yes. 

Q. Would that be representative of winter 
conditions? 

ne No. The data reflected winter con- 
ditions. The work on the data was done during the 
last two months. 

Q. When were the field studies done? 

A. The data was generated by switching 
operations during the winter of 19538. 

Q. The winter of 1958? 

Narcdtes < They were not field studies. 
That is, the basic data on which these tests are 
based is contained in the company's records. 

Q. But last December -- December 1959 -- 
at page 2497 of the transcript you were answering some’ 
questions of my learned friend, Mr. Sinclair, and at 2 
the bottom of page 2496 you were asked: 


"Q, Would you consider the months in 


which these studies were conducted represent- 
ative of switching in these yards over 

the year? 

A. No, sir, they would be representative 

of switching in these yards during the 

summer period. we have tested the 


yard engine hours and cars through yards 
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( Dickson) 


on Canadian Pacific during the winter 
period, and we find that the minutes per 
car handled are from 10 to 15 per cent 
higher during the winter than they are 
during the summer. 

Q. And was that higher switching time and 
the costs associated therewith taken into 
account in developing the variable cost 

of moving the study traffic as presented 
‘e this Commission? 

Ayal Ope O1i 6 

@. 1.e could be done? 

A. It could be done, although I would want 
a far more accurate estimate of the -- 
pardon me, I would want studies during the 
winter period. I would not want to rely 
exclusively on this overall ratio that 

we developed." 

That would indicate to me that as 
recently as last December there were certain winter 
Studies you did not have and which, you felt, were 
necessary before determining the penalty to be applied 
for winter switching; and yet you say that the amount 
of the penalty was determined from studies that were 
conducted in 1958? 

A. The studies were not conducted in 1958. 
The data upon which the adjustment factor was based 
was generated from yard operations in 1958. 


Q. When you say "I would want studies 
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during the winter period" what are you talking about? 

A. Well, just what is said. I remember 
discussing this with our yard expert at the time and he 
gave me the over-all factor of ten per cent to fifteen 
per cent. That was later checked out to our yard 
expert and the data was developed whick supported the 
fifteen per cent. 

Q. And it checked out at exactly fifteen 
per cent? 

A. Well, it was 15.3, I believe. Just a 
minute, though -- yes, 15.3. 

Q. And that was the percentage that was 
applied? 

A. ves. 

Q. And for what portion of the year would it 
be applied? 

A. That was applied for the four-month.... 
Just a minute. November 15 to March 15 was the period 
included in the survey. 

Q. And to what percentage of the traffic? 

A. That was applied to traffic during three 
months -- three or four months -- to reflect the major 
volume of grain which is moving during the summer 
period. I can get that ratio for you. Yes, during the 
four-month period. 

That is, the studies indicated that from 
November 15 through March 15, the factor of additional 
yard time for winter operation was 15.3 per cent. That 
was a longer period than four months. That was applied 


to four months! observation on the yard traffic to reflect 
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the normal movement of study traffic during the spring 
and summer - the opening of navigation. 

Q. That would be about 29 per cent of the 
movement during that four-month period? 

A. Approximately. 

Q. Then, item 14 on the same page - "Grain 
Door" - that seems’ €6 run to a pretty substantial figure, 
but I notice that there isan alteration in that figure 
from 768,000.00 dollars to 716,000.00 dollars. What is 
the purpose of these grain dcors? 

A, The purpose of the grain doors is to keep 
the grain in the cars. It is a wooden door which fits 
inside the box car door. 

Q. And these doors are subjected to loss 


and damage which gives rise to this particular figure ; 


5 
ay 
= 


of over three quarters of a million dollars? 
A, Yes. 
THE CHAIRMAN: And some of them are stolen, 
I suppose? | 
THE STENASON: That is the largest part of 
the loss and damage. 
MR. DICKSON: Apart from the ones that go east! 
MR. SINCLAIR: Now we know where to look for 
them. 
MR. DICKSON: Q. Mr. Stenason, in your 


memorandum you have indicated that this grain door cost 


lyou got from the direct study of the accounts of the 


company? 
A. Yes, we have in our records the expense 


resulting from grain doors during the three years 1956, 
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1)| 1957 and 1958. 
Q. And you went to the records and turned 
up this account and this total $768,000.00? 


A. No. These grain doors are used in grain 


traffic other than statutory and related grain. What ~ 


3 


we did was to take the total in dollars for the grain 


years 1956, 1957 and 1958, and add them up and divide 
by the total number of cars loaded requiring grain doors. 
That would include some cars loaded in eastern Canada 
and some domestic grain in western Canada. We got from 
that a unit cost car loaded of grain doors expense and 
applied that unit cost to the cars loaded of the study 
sratfic, 

Q. On the following page there is an item 
"Train Other Supplies"and there is an increase of 250,000.90, 
and your explanatory, note reads: "Restated to reflect 
the heavy proportion of traffic which is grain in 
Western Region, and the lower proportion of passenger 
to total in West than on the System." What is meant 
by that note? 

A. Well, account 402, which is "Train Other 
Supply", has in it a great many items. These were | 
allocated under the same procedure initially and in the 
revision, which was to take the cost of lubrication agains 
total car miles to develop a unit cost which was multiplie 
by the car miles grain and to tax on all the frain Other 


puppies. - which cover fuses, flares and so forth - and 


to divias ‘that Bay eeen the train miles, freight and 


\ 
passenger. ¥ 


i 
Now, when we came to our revisions we found 
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that we had the actual expenses in the prairies and 
Pacific regions, so that, again, we applied the same 
pro-ration procedure to the dollars for the prairies 
and Pacific region that we had applied to the System 
as reflecting the greater weighting ‘of freight traffic 
in the west. 

Q. This 17.6 miles in item 20 - mileage - 
is it branch line you are referring to there? 

A. Yes; the Stirling sub-division. I will 
get the reference here. 

MR. SINCLAIR: It is southern Alberta. 

That is all you wanted, isn't it, Mr. Dickson? 

MR. DICKSON: That is all I wanted. 

MR. STENASON: This is part of the Stirling 
sub-division only. It was veqdiired in order to provide 
“us now with other lines which were not solely related; 
but the rest of the Stirling sub-division was solely- 
related. 

Q. Yesterday, Mr. Stenason, you had a fairly 
lengthy discussion with my friend, Mr. Mauro, on the 
matter of switching at various points between Winnipeg 
and Fort William? 

A, Yes. 

Q. I haven't any intention of going over 
that again with you, but there is one statement which 
you made which I wonder if you would explain. You 
were asked a question on page 11699 of volume 66 of 
the transcript... 

A, Yes, I have it. 


Q. ..."Q. Why would you change cars from 


4 


Ve 
ekere —' ae ats OD sa anvonmwors suena. | 


a. 


bas eetvtesg odd ot eeeneqre Lendos eit “Bad ow tart 
amea ons betiqags ow .disas deri? oa _enotget ottion 
saixtsrq eit tol ersLlob edd oF ecudesorg solder-01g | 

metage odt of beliqgs bad ow ded notget otttosd base 
stttent dagtett to” gatdrintew: 1387s eit gitdéettor ae 
teow edd at 
~ sgacitm - OS moti nt eettm O.yL eta 4G | 
cored of goinretet ots voy earl donerd $f ef 
tfiw I .notelvib-dua gatfarge edd peer sk 
_avet sonetetes sit tea - 

_atgediA mventuea ef $I +: ATADOUIG AM 

trroans td an ti t' net .bssoew aid tfe ef ai 

mobeieia T [fe et ted? :WOEMOIC . 

netink#2 off to treq at elaT <MOBAMETS .fM 
abtverq of vebto nt borlups4 eaw SI . eine notetvib-dve) 
:hotelsy yiefoe ton exew dotriw senit vredde tolw wor.em 
-yisfor aaw noleivib-dye aritink 32 ert 46 tset and: sue 
| bots fet 
vitis? s bed soy .noesneda . am YabredaeY -2 | 
aiid mo ,oovaM .oM  boetot ym ddiw moteavoetb ydianel 
yegtoctW ceewisd sinteg evobisy te anidotiwe to s6dde) 
Set iiiw tro% Br 

ey =A 
revo anton to solvnagnt qe d'neved I OS 
Hotriw dnemetsta sno ef svedd dud .voy ditw ategs ted 
woY .Atsigqxe biluow soy TL sobnow T dotdw sbem we 

to 66 smulov to CSL syeq no noltteevp 8 bedles 
+ dgbnonnaty 

tt eved I «ao! Ae 


mony? evyao eanecto vor bilvuew viv ee > eee | wD 


ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 11946 


TORONTO, ONTARIO (Dickson) 
1 one train to another if tonnage rating is the same 
2 all the way from Winnipeg to Fort William?" ana 


3] your answer was: "Because this is the most economical 


4 way of handling the traffic. There are not solid 
5 grain trains." 
6 What do you mean by "the most economic way 


7| of handling the traffic"? 

8 A. When this discussion took place I was 

9| thinking in terms of tonnage rating on steam power. 

10| There is a change in the tonnage rating for steam power 
11| between Kenora and Ignace. That was the factor that 

12| gave rise to this. 

13 When we did pour additional yard studies we 

14] measured all of the work which was done to through 

15|| cars or through trains at Kenora and we found that in 
16|, addition to switching work on pulling bad order. cars 

17| from the trains and changing the cabooses there was 

18 also taking cars of grain, in some cases out of a 

19| train and putting them on storage track. There was 

20|| also grain moving on way freight trains from the Lac au 
21|| Bonnet sub-division, which was put into our through 

22| train at Kenora, 

23 Q. Would that be a through train... 

24 A, The way train would operate only to 

25 Kenora; the through train would start at Winnipeg. She 
26 might have picked up traffic at Kenora. This happens 

27 during the year when there is congestion at Fort William. 
28] It tends to back up through the yard to Winnipeg. By 
"congestion" I mean elevator congestion. 


Dime Q@. To what extent is the despatcher motivated 
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by the desire to move more rapidly a higher rate of 


traffic eastward? 


(Page 11949 follows) 
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TORONTO. ONTARIO (Dickson) 

Bs. I am not a dispatcher, but I will do 
my best to try to answer the question. Canadian 
Pacific has two types of through trains. It has simple ~ 
trains and it has extra trains. Grain moves on both 
of these types of trains. Now, between Winnipeg and 
Fort William when the grain movement is particularly 
heavy, just around the opening of navigation, and for 
about two or three months during the summer, there is 
enough volume of grain in order to make up tonnage 
extra trains. The rest of the year between Winnipeg 
and Fort William a greater proportion of grain moves 
on the through simple trains; that is, a train which 
may originate in Winnipeg and may be operated right 
through to Montreal or Toronto, and the grain would be 


taken off the train at Fort William and other traffic 


may be added. 


Q. But would the use of the phrase "grain 
for ballast"be appropriate expression for that? 

A. No, grain requires a good deal of service 
at certain times. Special grades may be required for 
a particular elevator or a particular mill. The grain is 
moved under orders from the Canadian Wheat Board which 
may require the grain at one place at a time. 7 

Q. Apart from those special order cars which 
you say move rapidly -- leaving those aside -- what would 
be rate of movement of a grain train, for a car of grain, 
compared with the rate of movement for a car of some 
other commodity? 

Bin I think it would be quite similar. a 
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me to develop it. 

Q'. Could you give us some comparitive 
figures on transit time, say, for grain compared with 
other commodities for a similar length of haul? 

A, This is on the mai line? 

Q. Yes. 

A. Once grain is on the main line I would 
think there would be very little difference between the 
length of time of the trains. 

Q. What would be the normal time of transit 
of a car loaded at, say, Weyburn for delivery at Fort 
William? 

A. Our estimate at the moment is about four 
days -~- four or five days. 

COMMISSIONER BALCH: May I ask a question: 
do you pick up grain at Kenora? 

MR, STENASON: Yes, sir; it comes in on a 
way freight from Lac Du Bonnet subdivision, and there 
is some milling traffic. 

COMMISSIONER BALCH: Take a train going from Winni- 
peg to Fort William and the despatcher has been notified 
there are so many cars at Kenora to be picked ups; you 
would leave with less tonnage from Winnipeg so he cauld 
pick them up, to fill out the tonnage? 

MR. STENASON: Yes, that could be or there 
may be tonnage taken off the train at Kenora. 

COMMISSIONER BALCH:' Another thing, I under- 
stand that you have simple trains running through to 
Vancouver? 


MR. STENASON: Yes, sir. 
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COMMISSIONER BALCH: They, naturally, would 
not have as much tonnage on them coming over the 
mountains as they would east of Winnipeg? 

MR, STENASON: That is correct, 

COMMISSIONER BALCH: I understand, again, 
that you fill out at Winnipeg with grain -- fill out 
the simple train with grain? 

MR. STENASON: Yes, and particularly during 
certain times of the year. 

COMMISSIONER BALCH: I think those things 
should be taken into consideration in figuring out the 
tonnage. 

MR. STENASON: Yes. As a matter of fact, 
we have determined the weight of simple trains from 
Winnipeg to Fort William and the volume of grain moving 
on simple trains and extra trains during different 
periods of the year. That is basic tothis test on the 
weighted average weight of grain trains that I referred 
to yesterday. 

MR. DICKSON: Q. Did I understand the 
answer to the question as to the average time for a car 
of grain moving from Winnipeg to Fort William to be 
four days? 

A. Well, this was an initial -- well, we 
will have to:get that for you. 

Q. Would two weeks be closer, or would you 
know? 

A. Off-hand, I don't know. 

Q. I wonder if you could let me have that 


igure, also the most rapid movement that you would normall 
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1|| expect, and the most lengthy time that might “Lapse in 

2) the movement? 

3 MR. SINCLAIR: I wonder if my learned friend 
4| wants us to show how we are going to weight out the 

5 backed up cars caused by cong3stion, and the way the 
grain trade use these railway cars for storage purposes? 
I wonder how we are going tc Weight that out. We have, 

at the request of the Commission, under-way the filing 
of the entire record in the demerage case including the 
appeal, and a lot of this information is in that. 

MR, DICKSON: I thought that demurrage case 
was dead and buried, and I understood the Commission 
took that view. 

MR. SINCLAIR: I don't think the Commission 
take that view, and I am quite hopeful they will recommend 
certain changes after the submissions and after they 
have reviewed that record which will prevent such injust- 
ice as happened in that case happening again. 

MR, DICKSON: May I suggest that if you have 
such thought in mind there are many practices which have 
occurred since that case occurred, and which should be 
taken into account. 

MR. SINCLAIR: There certainly are many factors 
since that case. 

MR. DICKSON: Q. Just one more question 
on this point, Mr. Stenason: assuming there are 100 cars 
going east from Winnipeg of which 90 are grain cars 
destined for Fort William and ten are cars of other 
ee tex vote to. Kenora, what happens when that train 


reaches Kenora? 
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A, The ten cars to Kenora would be taken 
off the train and they would be local cars to Kenora 
and would have been counted as local cars to Kenora 
in our new switching studies, and if there was volume 
in Kenora there would have been the tonnage equivalent 
of those ten cars put back on the train at Kenora. 

Q. Would any cost be incurred in your cost 
study against grain by reason of that manoeuvre at the 
City of Kenora? 

A. No sir, because in our new yard studies 
we have split the classification time between through 
ears and local cars. 

Q. You are, I think, preparing at the request 
of Mr. Commissioner Balch the percentage of the number 
of solid trains of grain going Winnipeg - Lakehead out 
of the total movement; is that correct? 

A, My understanding was that we were preparing 
the ratio of grain moving in extra trains at certain 
periods of the year and the ratio of grain moving in simple 
trains at certain periods of the year. The extra 
trains on this train-run are quite largely but not com- 
pletely grain trains. 

Q. Would it be difficult to come up with a 
percentage of grain-only trains out of the whole movement 
of grain to the Lakehead? 

A, I think I can tell you now the percentage 
would be zero -= or, close to 1 per cent. There is 
usually something on a train other than grain. 

Q. So, only about 1 per cent of your trains --- 


A. Again, that was just a guess, but it wouldn' 
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be a very high percentage of the total traffic -- the 
movement of trains which contained nothing but grain. 

Q. Would that same condition apply to the 
Canadian National? 

A. I don't know. 

Q. Mr. Stenason, in response to a question 
by learned friend Mr. Mauro yesterday at page 11719 of 
the transcript, volume 66, you indicated that the charge 
against the grain movement for clerks and attendants 
was $860,000.00; applying your percentage, that was 
the end result as far as clerks and attendants are 
concerned, some $860,000? 

A. Yes; I haven't checked the®e figures. 

Q. Well, assuming they are correct? 

A. es 

Q. And you indicated later that, in your 
opinion, you may have understated that figure? 

A. Yes. 

Q. On pages 11728 and 11729 you said, 
in response to another question: 

"~a J would think the clerical expense applied 
on an over all ratio, and has been done here, would 
tend to understate the amount chargeable to grain 
because of the degree of clerical work involved in 
grain." 

Will you expand on that phrase "because of 

the amount of clerical work performed on grain", having 
regard to the railways’ end of it? 

As Yes, and having regard to the non-station 


expense aspects of the clerical work, which is what is 
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in the account. I was thinking here of the large 
amount primarily of the auditing of freight receipts 
of Canadian Pacific or auditing of freight and station 
accounts as it is now called, the auditing procedures 
which are required, the milling in transit charges on 
grain which require auditing of the cancellation of way 
Pills. 

Q. Are these not facts relating to the 
expense which the railway may incur in dealing with 
grain, that the railway deals seldom with the individual 
farmer -- the number of corFigned cars is pratieally 
negligible? 

ie Yes, the railway does not deal often 
with the individual farmer. | 


Q. The accounting is done with the farmer 


| and large staffs handled by the grain handling organiza- 


tions? 

A, In so far as the elevators are concerned, 

Q. Yes, and that the railways have no 
problem of collections as far as collecting for the 
services rendered on the movement of this particular 
commodity? 

A. I don't think this really has anything 
to do with the type of clerical expenses which were in- 
cluded in this account, which are such things as auditing 
of freight and station accounts. I was thinking of. 
the transportation department where, because of the 
ordering of the freight cars special records must be 


kept; it is necessary to anticipate the car requirements 


for grain and some of the problems involved in the dis- 
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patching of cars for grain loading are very real and 
very large because of the policy of moving grain from 
certain areas under the quota. 

Q. How many people have you got in your 


Vancouver office dealing with grain accounting? 


(Page 11959 follows ) 
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Ag I don't know, Mr. Dickson. 

Q. Would you know how many in Winnipeg? 

A, Well, the auditing procedures here are 
done in Montreal, and we have a very, very large office 


there. The number of people involved in grain accountin 


I don't know, but I would think, because of the complexit 


of the milling in transit calculations and auditing 
generally, that this would be considerably greater than 
the normal run of freight traffic. 

Q. But you are only dealing with perhaps 
30 or 40 companies? 

A. Well, as far as milling in transit is 
concerned, we are dealing with each individual waybill. 

Q. How many shippers do you deal with? 

A. There are not many shippers, but each 
waybill has to be dealt with as far as milling in transi 
is concerned. 

Q. Now, on one or two solely related lines 
-- you have referred to that, and I don't want to be 
repetitious. But am I right in this, that the eost 
to the grain movement as far as solely related lines 
are concerned fluctuates with the revenue on products 
other than grain, commodities? .: 

A. The amount charged in the cost study for 
solely related lines results from the size related costs 
less a net revenue credit for non-grain traffic moving 
over the lines. So if there is variation in the 
revenues moving over the lines, then there would be a 
difference in the size related cost. 


Q. Assuming in 1958 and 1959, and assuming 
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the exact same volume of grain moving, and assuming a 
reduction of $100,000 in revenue from nonegrain, then 
as far as your cost study is concerned, that reduction 
of $100,000 from non-grain revenue would have added 
$50,000 to the cost of moving grain? 

A. No, it would have added $50,000 less the 
variable expense on the branch line of the traffic. 

Q. Which would be less? 

x. Which would be less than $50,000. 


Q. You would have less expense because of 


the lesser movement of non-grain? 


A. Yes, you are perfectly correct. 

Q. Therefore it would cost grain more than 
$50, 000? 

A. It would cost grain the amount of the 


reduction in the net revenue credit. 

Q. Plus any change in the variable expense? 

A. No. What I was referring to earlier was 
your use of the $100,000 and your use of the $50,000. 

Q. You credit the branch line with 50 per 
cent of the revenue? 

A. Yes. You see, if we are talking about a 
$100,000 change in revenue, we would be talking about 
something less than a $50,000 change in net revenue 
credit. 

Q. And that would be charged against the 
grain irrespective of no change in the grain movement? 

A. Well, this was a three-year test, based 
on traffic moving over it during these three years. 


Q. Now, turning to Exhibit 132 again, on the 
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final page, page 7, you have increased the grain, the 
statutory grain, by $2,300,000 in one fell swoop, 
and in the explanation you say that a new procedure was 
applied. Now, I assume that when you prepared your 
original memorandum you had introduced these various 
refinements that you speak of in the introduction to the 
memorandum. 

ie Well, we had certainly tried to introduce 
the various refinements that we knew of at the time. 
There has been a good deal of discussion and eritvical 
appraisal of the study since that time. Now, the 
basic prablem here was that many of our regression 
equations had been based on 27 divisions and had 
excluded the terminal divisions. Now, a constant 
is developed in such a regression equation which we had 
applied to the system by multiplying by the total number 
of divisions on the system, including Canadian Pacifie 
electrie lines, and by dividing by the total number of 
divisions on which the regression is based. This 
procedure did not fit well the constant expenses in 
Canadian Pacific electric lines, which is a very small 
aperation, and in the terminal divisions that was par- 
ticularly true of such items as station expenses where 
we have a good deai of supervisory type station expense 
located in the terminal division. This latter procedur 
is the procedure which Canadian Pacific followed, of 
balancing controlled system expenses, since. their precis 
was filed. 

Q. You followed one procedure which gave you 


a result, and by selecting a different procedure you got 
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a difference of some two and a quarter million dollars. 

A. I would say this was the more correct 
procedure to use. 

Q. Do I conclude that in a study of this 
nature there are various procedures one can adopt with 
full confidence, you have alternative procedures, and 
the results which you can get from the different proced- 
ures may be very different? 

A. I would hate to generalize. Treatment 
of the constant is quite a different matter to the 
problem of treatment of other categories of expense. 

Q. You used one procedure, and in that use 
of the procedure you came up with another figure? 

A, Ves s 

Q. And adopting another procedure you came 
up with two and a quarter million dollars difference in 
that one item? 

A. a oa 

Q. Are you satisfied now you are on the right 
procedure? 

A. Yes. The difference was 1.55 per cent 
overall. 

Q. The difference was 25 per cent on this 
particular item. Your increase was from $9,812,923 to 
$12,129,843, an increase of $2,316,920, which I would 
suggest to you is about 25 per cent. 

A. Yes, that would be. I was thinking of 
the total change, which was 1.55 per cent overall. 

Q. Are you suggesting two wrongs make a rightP 


A. No. 
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Q. Now, Mr. Stenason, one or two more questions. 
Nowhere in this study and nowhere under way at this 
time, I take it, is there any study dealing with the 
profitability of movement in western Canada of reli 
moving at domestic rates? 

A. Mace ve viene, Sir, 

Q. And you are asking this Commission to 
give Canadian Pacific in some form or other a subsidy 
related to the movement of grain and grain products. 

You would make it clear that this subsidy is for the 
penefit of the farmer, but you are not giving the western 
farmer any recognition for moving his grain at domestic 
rates; is that right? 

MR. SINCLAIR: Mr. Chairman, our position is 
that these rates have been before the Board of Transport 
Commissioners, as I think the Chairman, at least, knows, 
and some others also, and were subject to long hearings, 
and, as was indicated, I think, during the evidence of 
our traffic officers, there was one matter still out- 
standing that had arisen out of equalization, but, subjec 
to that, the Board has found it to be a just and reason- 
able level for the movement of this traffic, that is 
domestic grain in western Canada. Mr, Dickson has 
asked us to produce the figure of the percentage of 
domestic grain to total grain in western Canada, which 
we are going to do. 

THE CHAIRMAN: As a matter of fact, we under- 
stand that the domestic and statutory are separated. 

MR.SINCLAIR: The Chairman said to me that the 


domestic and statutory are separated. This 1s only 
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2 statutory, yes. 
MR. DICKSON: ‘In what sense do you mean 


3 
4 separated? 

MR. SINCLAIR: There is no-cost for the move 
; ment of the domestic grain in here or any reference. 
6 MR. DICKSON: Q. My question was if there 
7 was any study of domestic rates, and the answer was er 
8 Finally, on that point, Mr. Stenason, from 
9 your study of the cost of the movement of grain at 
10 statutory rates, would you say that the moving of grain 
a at domestic rates looked after variable costs, constant 

costs plus something for that movement. 

3 A. I understand that the rate level is 
¥ in the area of two cents per ton mile, and I would think 
14) on the basis of this study that the variable cost would 
15 be covered. | 
16 Q. Constant costs? 
17 A. Well, I would think so. 
18 Q. And then another 100 per cent? 

A. I really don't know. You have to get 
: into the switching involved. 
a Q. You are satisfied it is a profitable 
21 movement? 
22 A. Iam satisfied it covers its costs at 
a2 2 cents a.ton mile. 
24 Q. Now, to the extent, Mr. Stenason, that 
95 there have been efficiencies and economies achieved by “Is 
"6 Canadian Pacific in the last year and a half, for | 

example, in the change of the organizational setup and 

| other economies referred to, that would reduce the cost 
28 
29 


30 
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at present in the movement of statutory grain? 

A. I wouldn't think so. You see,» you have 
two factors working: Increase efficiency plus increase 
wage rates, and the extent to which the two may be 
balanced off, I wouldn't know. I would suspect that th 
increase in wage rates would outrun any improvement in 
productivity. I really don't know. 

Q. Would that include the improvement or 
economies resulting from dieselization? 

Al Yes. 

Q. The economy resulting from taking the 
firemen off the yard on freight engines? 

A. Yes, such economies would be included. 

Q. But your statement is that the increased 
wages would have poe than offset those economies? 

A. Ledontt ecw whether they would have 
more than or not, but increased wage levels have to be 
considered along with the economies. 

MR. DICKSON: Thank you very much, 

Mr. Stenason. 
THE CHAIRMAN : We will adjourn now until 


9.30 tomorrow morning. 


---Adjournment. 
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Ottawa, Ontario, 
Thursday, 
May 12, 1960. 


~--On commencing at 9.30 a.m. 


THE CHAIRMAN: Order, please. 

Mr. Blair, I understand you are taking over 
for Mr, Brazier. 

MR, BLAIR: Yes, “Sir. 

THE CHAIRMAN: Will you proceed, please. 

MR. BLAIR: Mr. Chairman, Mr. Brazier regrets 
that other commitments Hata it necessary for him to leave 
the city over night. | 

THE CHAIRMAN: We understand. 


CROSS-EXAMINATION BY MR. BLAIR: 


Q. Mr. Stenason, I take it from your general 
background and experience that you are knowledgeable not 
only on the subject of cost but also on the subjects of 
rates in general and rate-making principles. 

AS Well, I would say I have a knowledge of thie 
economics of rate-making, but I am certainly not an 
expert on rates by any means; it is a far different thin 

THE CHAIRMAN: You leave that to Mr. Edwards. 

THE WITNESS: Yes. That is: muck more compli 
cated than economics. 

MR. BLAIR: Q. Your field of knowledge and 
interest extends beyond the narrow range of cost as such? 

A. Yes, that is correct. 

Q. Mr. Stenason, I refer you to the book, 


which must be well known to you by this time, entitled 
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"The Economics of Competition in the Transportation 
Industries". At page 245 of this book there occurs the 
following quotation under the head "Explicit Policy 
Recommendations Rate Structures": | 

"Reform of existing transportation establish- 

ment should begin with a reconsideration of the. ~ 
railroad tariff structure,which needs, if eréeeaing 
evidence is correct, a complete re-evaluation and 
revision". 

That is the end of the quotation. I suppose 
I should ask you initially whether you yourself agree 
with this particular assertion or disagree with it? 

A. Well, I would like to put the assertion 
in the context of the book as a whole and of this chapte 
This book, although it grew out of studies which had 
been sponsored by Canadian Pacific, itself was directed 
at the situation in the United States, and is written 


for the United States market and is written having in 


mind problems in the United States transportation in- 
dustry. Now, there is a significant difference between 
environment in the United States and in Canada. I have 
particularly in mind there the flexibility of adjustment 
in so far as rates are concerned by the railways to 
competition. In the United States the restrictions 

are much more severe than they are in Canada; there are 
no agreed charges, and so forth. This book, as a whole 
is concerned with the resource misallocation which I 
feel has resulted in the transportation industry in the 
United States as a result of regulation which has not 


permitted to the low cost carriers in each market to 
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properly reflect their costs in their pricing. Now, 
that is the general context of the book, and this was 
written having in mind the relatively rigid situation 
in the United States in so far as railway ability to 
adapt to competition is concerned. 

Q. Then with respect to your answer, would 
you say that some type of resource misallocation may 
have occurred or may not have occurred in Canada as a 
result of the railway rate structure? 

A. I would say that the situation is 
Significantly different in Canada because of compet- 
itive rates and agreed charges, much greater flexibilit 
on the part of the railways in adjusting to competition, 
In the United States, for example, there is such a 
thing as a suspension proceeding which can tie up rates 
for months and months and slows down the ability of 
railway traffic management to adjust to competition. 

So there is a different situation in the two countries. 

Q. And are you suggesting that railway 
management in this country is able to and does, in fact, 
adjust itself more rapidly to the competitive situation 
than railway management in the United States? 

ee Yes, very, very definitely. 

Q. Mr. Stenason, I don't want to be in the 
position of picking out odd bits and pieces of this 
book and quoting from it, so if I in any of this book 
pick something out which is out of context, I hope you 
Will say so. But I will turn now to page 243 of this 
book and to the first full paragraph on that page, the 


third sentence, reading as follows: 
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"Value of service rate-making, while 
possessing many attractive features for industries 
with high fixed costs and substantial fluctuations 
in demand over time, has on the pasis of the 
historical evidence failed miserably as an 


allocator of transportation resources". 


Now, I think I should ask you first: Do you o 
do you not agree with that peoveet vAsHe 

A. Yes, I agree with this proposition in the 
United States. we would have agreed with this propositio 
in Canada until the enactment of the agreed charge legis- 
lation. | I would not agree with its application in Canad 
under present conditions. But I would certainly agree 
with its application in the United States because of its 
rigidities. 

Q. Mr. Stenason, in general, would you say 
that value of service is an important feature in rate» 
making in. Canada? 

Be I would say yes; I would say that it was 
a Significant feature in rate-making in Canada. 

Q. And, historically, it has been significant 

A, Yes". 

Q. During all the time that the railways have 
been in operation, so far as you know? 

A. Yes, it has been significant pretty well 
during the history of railway development in Canada. 

Q. So if this statement that value of 


Service has failed miserably as an allocator of 
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transportation resource is true of the United States, 
it must peradventure be true of Canada? 

A. No, I would disagree with that, for the 
reasons I have indicated, You see, value of service 
pricing in the United States is still the major rate- 
making principle. The rigidities which exist in the 
United States in preventing the railways :there from 
aduusting to competition are much more severe than is 
the case in Canada, and through competitive rates and 
agreed charges there is in Canada considerable flexibil- 
ity in adjusting to competition and thus preventing the 
resource misallocation which we are dealing with here. 
That resource misallocation is where one form of trans- 
portation performs a job where another form of transport- 
ation has lower costs. 

Q. What you are suggesting is if value of 
service is a bad principle, it is mitigated to some 
extent by recent developments in Canada? 

A. I would say that the resource misallocatio 
which can stem from value of service pricing in so far 
as transportation industries are concerned has been 
largely removed by the flexibility and competitive rates 
and agreed charges. 

Q. Notwithstanding the fundamental assertion 
of the railway, as I understand it, in other submissions, 
parts of submissions which they have made, value of 
Service remains the important principle in rate-making? 

A. It is certainly the important principle 
ad’ rate-making, and I think a valid one where it is 


appropriate to apply it. Value of service pricing has 
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a tendency, where it can be applied, of maximizing the 
Botveievaluert of traffic moving on the railway and minim- 
izing the constant cost of the traffic. It means the 
so-called transportation bill of the economy as a whole 
is lower than it would be without value of service 
pricing where it is applicable. If you put value of 
service pricing where applicable together with flexibili x, 
I think that you achieve something which is very close t 
an optimum in transportation, in so far as you minimize 
unit costs and at the same time you prevent one form of 
transport from performing service where its costs are 
higher than another. 

THE CHAIRMAN: You cannot eliminate value of 
service from rate-making. 

THE WITNESS: Yes, sir, that® is correct. I 
think it would increase transportation costs in the 
economy as a whole. 

THE CHALRMAN: It may be narrowed, but it is 
still there. 

THE WITNESS: Yes. 

COMMISSIONER MANN: In all fairness to the 
authors of this book, that is inherent in the book, is 
it not? 

THE WITNESS: Yes. You have to look for it 
at different places. 

MR. BLAIR: Q., I now refer to page 242, 
tothe last four lines of that page, which deals with one 
of the solutions to the problems of rate-making, and 
Says that uniform market of marginal costs sufficient to 


Cover full costs ig the procedure that may be followed. 
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This is a system which I understand if referred to as 
average cost pricing and is arrived at by a uniform marke 
of marginal cost on variable cost? 

1 Not of marginal cost and variable cost. 
Average cost pricing is simply full. cost pricing as we 
have applied it in the grain study; it is the variable 
cost, plus a prépert? dn of the constant cost. 

Q. Mr. Stenason, I regret I wasn't fully 
listening to you when you gave your answer. You say tha 
this is the system which you employed in making the grain 
study? 

A. The procedure used in arriving at the cost 
of grain was to take the variable cost plus an apportion- 
ment of the constant costs. 1 think this 18 “quite 
appropriate where you have a very large volume of traffik, 
large absolutely and large in proportion to the total 
volume moving over the railway. 

Q. I began by reading from page 245, the 
conclusion, as it were,of the authors that the railway 
rate structure needs re-evaluation and revision. ue 
wondered whether the cost study which the railways have 
prepared with regard to grain rates may be regarded as 
a significant step leading to a re-evaluation and revision 
of the rate structure? 

A. Well, certainly costs are important in th 
rate structure; the variable cost is the floor in pricing, 
and cost is not new. We have, I think, gradually over 
the last ten or fifteen years in Canada made a number of 
Significant steps forward in rate-finding, and I would 
like to think that some of these steps forward are 
found in the study. 


(Page 11976 follows) 
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Q. Is this the firststep which might lead 
to elaborate cost studies for other types of traffic? 

A. We have been performing cost studies 
at Canadian Pacific for ten or fifteen years and they 
are more or less elaborate depending upon a number 
of considerations - the magnitude of the traffic, 
the closeness of the rates to variable costs and 
so forth. 

Q. So that you already have done cost 
studies on a considerable number of different types 
Ol traffic? 

A. Yes, both railways have a fairly sig- 
nificant staff which are turning out cost studies on 
a daily basis for our respective traffic departments. 

Q. Have you for example subjected lumber 
to a cost study of this type? 

A. I believe we have costed lumber. 

Q. I suppose you would agree with me 
that lumber is a significant part of the total freight 
traffic of the railways? 

A. Yes. It is not as significant as 
grain. I do not know what the proportions of lumber 
to total freight traffic are. 

Q. Mr. Stenason, I would like to direct 
your attention to Page 22 of the precis entitled 
"Memorandum in respect of Results of Cost Study’ and 
to the second paragraph on that page which deals 
With passenger traffic. Its notation is as follows: 


"The railway position is that the problem 
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of matching revenue with the variable 
expense of operating passenger trains 

is a managerial one. Passenger traffic 
is incremental traffic, therefore the 
passenger deficit has not been taken into 
account in considering the total cost of 
moving the study traffic." 

I would also like you to consider a passage 
from the judgment of the Board of Transport Comm- 
issioners dated November 17, 1958 in the so-called 
seventeen per cent case. . This is at page 18 
under the caption "Passenger Services", and again I 
would like to read the extract in full: 

"In its twenty-one per cent judgment of 
March 3th, 1948 the Board stated that 
railway passenger services and freight 
services are inter-related, and revenue 
losses or deficits from passenger services 
on the one hand must necessarily be com- 
pensated by earnings from freight on the 
Other if railways are to continue to operate 
and furnish required services, and the 

Board disagree with the submissions that 

it could authorize no increase in freight 
rates if such increase to some degree were 
necessary to correct deficiencies in 
aggregate railway earnings growing out 

of inability of the passenger service to meet 


its full share of the revenue burden. The 
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Board confirms this previous view." 

I take it there is no disagreement that the 
@ficits which are incurred on the passenger service 
have to be made up out of the freight traffic? 

A. Yes that is correct. 

Q. Historically this position has obtained 
since 1948, and possibly long before that time? 

A. That is what I would read from this 
judgment. 

Q. So that since 1948 management of the 
railways have had within their discrétion and auth- 
orization to meet, in the words of the submission, 
"The problem of matching revenue with the variable 
expense of operating passenger trains"? 

A. This is a problem which management always 
has. 

Q. But in that time it has always been 
necessary to make up the passenger deficit from the 
freight traffic? 

A. During this period - at least during the 
latter part of this period - there has been a passenger 
deficit. I walq like to point out that there will be 
a complete story of the passenger deficit, including 
an estimate of savings which have arisen as @ result 
of management action in recent years, forthcoming. 

Q@. This will be tabled in due time? 

A. Yes, I believe so. 

@. The passenger deficit 1s obviously being 


paid for by the freight shippers. Would I be correct 
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in suggesting that in actual fact it is being paid 
by a group of freight shippers rather than by freight 
shippers 2s a whole? 

A. No, I do not think so. I think we 
could say that it is being borne by freight shippers 
as a whole. I know what you are getting at. 

Q. We have had reference throughout to the 
captive traffic. Would you not say that the so-called 
@ptive trarfic will be making a much greater propor- 
tion of the contribution to the passenger deficits 
than other forms of traffic? 

A. No, I would not agree. In the first 
place I do not know exactly what "cantive traffic" is. 
In the second place, the particular categories of 
traffic or shippers which are contributing to the 
passenger deficit depend not upon whether it is 
captive but rather on the relationshin of revenues and 
expenses or rates and costs. 

Q. I do not think you and I should engage 
in an argument as to what is or is not captive 
traffic. Let us use the phrase loosely and leave 
it at that. 

MR. SINCLAIR: Maybe counsel would help the 


Witness and define what he meant when he used the 


THE CHAIRMAN: I imagine one may include 


MR. SINCLAIR: Between the west and the 
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you include lumber traffic. Between the east and 
west, is my question, Ontario, Quebec and the Maritimes, 
from British Columbia for instance. 
MR. BLAIR: The type of traffic to which 
I referred when I used the word "captive traffic" 


is traffic for which there is no other reasonable 


means of transportation except by rail. 

A. But that generally means that it is 
captive because the revenue per ton mile is significantly 
less than the truck cost, if you want to adopt that 
definition, which would mean that the revenue per 
ton mile would be less. 

THE CHAIRMAN: Or because of the very nature 
of the traffic -- bulk traffic? 

A. Yes, that could well be. 

MR. BLAIR: I asked for your comment on my 
suggestion that this type of traffic would make prop- 
ortionately a greater contribution to the deficit 
arising from the passenger operation than other types 
of traffic, 

A. Of course I have no way of knowing, but 
I would doubt it because of this rate factor that 
I just mentioned. After all, if the captive traffic is 
Captive because the rates are such that other forms 
of transportation do not compete for it, then that 
mst mean that the rates are less than rates on traffic 
Which is not captive or which is competitive. But 
this is a theoretical argument and not based on fact. 


THE CHAIRMAN: Really you are talking about 
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two types of captive traffic; one type of traffic 
that is captive because of rates and the other that 
is captive because of kind? 

A. That could well be - for example, very 
long haul traffic simply could not be handled by 
highway. But the really impressive thing seguer cr 
transportation in Canada during the last few years 
has been the extent to which truck competition has 
broadened, for example, the movement of bulk traffic. 
There certainly is traffic which is captive because 
of its nature. 

THE CHAIRMAN: In both senses? 

A. Yes. 

MR. BLAIR: Mr. Stenason, in dealing with 
the passenger deficit does the railway allocate overhead, 
say, in the same way as was done in preparing the 
cost study on grain? 

A. The answer to that turns upon what you 
mean by "overhead". Certain overheads in the railway 
are traceable to direct expenses; they are variable 
With direct expenses, for example, the overhead 
of road maintenance or the overhead of equipment 
or the overhead of transportation. We have ascertained 
| througha regression analysis that these items of 
overhead are to some extent variable with road maintenance 
or transportation expenses, and therefore some of 
Wikione overhead expenses can be traced to passenger 
| Services. Ofer categories which we have treated in 


“jour cost study as constant cost have been put against 
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freight services. 

Q. In other words, in tracing overhead 
expenses to passenger services, you try to make a 
| direct relationship between the item of expense and 


the passenger service and you do not allocate certain 


expenses basic to the operation of the service. 

A. That is correct. 

Q. So that to that extent there is a 
difference in the method of handling these overhead 
costs and in passenger services as opposed, say, to the 


grain study. 


Pege 11986 follows. 
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A, Yes, the so-called constant costs -- 
well, the so-called constant costs have always been 
placed against freight service. I didn't catch the 
latter part of your question. Did you say, was there 


a difference between the treatment? 


Q. Yes. 
A. No, there is no difference between treat- 
ment -- oh, there is difference between treatment of the 


two types of overhead expenses, but there has been no 
difference in the treatment of the passenger overhead 
expenses as a whole, over time. 

Q. In a sense this is because the freight 
service is looked upon as being the basic operation 
of the railway, and the passenger service is something 
extra? 

A, Yea. ithat is correct. 

Q. Something incremental? 

A. Yes, something incremental. 

Q. Mr. Stenason, I don't want to take you 
into the realm of opinion, but I would judge that this 
passenger deficit must be viewed as being somewhat in- 
tractable and beyond the railway's power to control, 
because it has persisted for so long? 

&; No, very substantial steps have been 
taken in so far as the passenger deficit is concerned 
in recent years by Canadian Pacific, and TI would certainly 
| not say it intractable. It is an important problem 
| 8rea, but the problem is not intractable. 

Q. Would you go so far as to say that this 


| passenger deficit is or is not likely to be a permanent 
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feature of the railway's financial picture? 

A. Well, I would certainly hope not. I 
don't have a glass, though, so that I could look into the 
future. 

Q. If the conclusion was reached by this 
Commission or by any other responsible authority that 
the passenger deficit could not be dealt with by ordinary 
managerial means, would you feel that some other form 
of solution might be desirable to lift the burden of 
this deficit from freight shippers? 

A. I am afraid I am quite a classical econom- 
ist in this field. I would hate to see anything which 
prevented the railways from adjusting to changes in 
market conditions in any service that is the basis of 
the problem in the passenger service: you need a lot of 
free enterprise flexibility in order to deal with problems 

Q. In other words, notwithstanding the fact 
that for twelve recorded years before the Board of 
Transport Commissioners and several Royal Commissions, 
there has been what might be called an admission of 
managerial inability to lift this burden from freight 


22 Shippers, you continue to believe that the best way of 


23 dealing with it is to lump the deficit against railway 


A. Yes, I do, because it is an overall part 
| Of the constant cost. We haven't done so in the case of 
grain, in order to present a conservative treatment of 


constant cost. 


Q. I suppose the obvious question here is 


NY | 


ag at you would appear to be treating the passenger deficit 
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somewhat differently now than you treat the deficit 
which apparently arises from the carriages of grain 
traffic? 

A. In what way? 

Q. In the sense that you do not any longer 
wish to use the processes of cross-subsidization to 
cover the grain movements, but you still propose to 
use these methods to cover the passenger deficit? 

A, Well, there are significant differences 
between passenger service and grain. As I said earlier, 
passenger service is an area in which, as a result of 
competitive forces and changes in the transportation 
economics, an adjustment is taking place on the part 
of the railways to a significantly lower volume of 
passenger service. In so far as grain is concerned, 
the movement of grain is one of the backdrops of the 
Canadian economy and will continue for the foreseeable 
future. There are no market changes going on here 
which significantly affect the movement of grain. The 
cost position of the railways, in so far as the movement 
of grain is concerned, give it very clear-cut advantages 
over other forms of transportation. There are many 
difference between the two situations. 

THE CHAIRMAN: Would you regard passenger 
traffic as inherent to rail enterprise -- the right of 
the citizen to travel as a passenger by train? 

A. Well, I think I would regard this from 
a resource allocation point of view, and I would say 
where it is possible for the railways to operate a 


profitable passenger service, that those are the areas 
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where other forms of transportation cannot do the job 

more economically than railways, and therefore I would 
say that through the working of a market mechanism in 

transportation that the job of transporting people and 
the economy as a whole would be best done through per- 
mitting that form of transportation to operate in that 
market where it can do the job more economically than 

some other form of transportation. 

THE CHAIRMAN: Even to have rail discontinue 
its entire passenger service? 

MR. STENASON: There are areas in the railway 
passenger service where the cost of providing the service 
by a railway is less than by other forms of transportation|, 
but I do think the market mechanism of passenger service 
is an extremely important one to perserve. 

COMMISSIONER MANN; That is predicated on a 
equality of treatment by the government of all transporta- 
tion agencies? 

MR, STENASON: That is predicated on including 
all of the costs in this equation. 

MR. BLAIR: Q. Would it be fair to suggest 
that your submission might well have been amended to, say 
that the problem relating to or arising from passenger 
traffic is not only a managerial one, but it is a problem 
which is dumped on the lap of the freight shippers? 

A, Well, it is part of the burden of the 
railway which must be covered -- the total costs have 
to be covered, and the way in which the total costs are 


covered is through freight service. 


Q. I now would like to direct your attention 
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to page 6 of your brief and to the very last paragraph 

on page 6 which says: "A routing pattern for the 

movement of cars of grain from each station was establishe 
by field studies." 

Could you help us by saying what you meant 
by a routing pattern? 

A, A routing patter reflects the lines over 
which the study traffic moved from the station of origin 
to the station of destination; that is te say, a car= 
load of grain might originate on a branch line at a 
certain station and it would have to move, perhaps, 
down that branch line onto another branch line and onto 
the main line, then to Fort William or Vancouver. The 
routg$ng pattern was to establish the route ordinarily 
followed -- normally followed by the traffic. 

| Q. So that there are routes for different 
points of origin and different destinations and different 
types of commodities? 

A, I would not say there was a route for 
different types of commodities. Generally, the operating 
policy on Canadian Pacific is to get traffic to the main line 
as - expeditiously and economically as possible, because 
this is where we have our heavy trains operating, and 
So forth, There would be a difference in the routes of 
different commodities depending on where they originated 
or terminated. 

Q. Dealing with some of the products produced 
in British Columbia, and taking lumber as an example, 
are there established routes or routing patterns for 


the movement of lumber to prairie and eastern markets? 
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A. There would be a normal routing pattern. 


Of course, that routing pattern may be departed from 
under special operating considerations, such as washouts 
or derailments, or anything of that type. 

Q. I suppose it is possible that in some 
instances there may be alternate routes or routing 
patterns? 

A, Yes, in some cases in the routing analysis 
we have in the grain study it was ascertained that 
throughout 1958 approximately 30 per cent of the traffic 
moved off a particular branch following this route, and 
70 per cent following another route. This very often 
depends on the location of the station on the line and 
other branches which may be adjacent to this particular 
line. 

Q. Where you have these alternate routing 
patterns, and you say 30 per cent might move by one 
route and 70 per cent by the other, what would you say 
the criterion was as to whether it moved by one or the 
other routes? 

A. When we were costing out the total cost 

of the commodity, such as it is, we took the total number 
of cars originated on the sub-division and we took 30 

per cent on one route and 70 per cent on another route. 
Q. I take it from that that the costs of 
moving by one route might be greater than the cost of 
moving by another route? 

A. They may be. Of course, in so far as 
these branch lines are concerned, we are talking about 


Perhaps 20 or 30 miles by the two different routes. It 1s 
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generally not a significant cost factor. 

Q. I don't know whether this example would 
be regarded as hypothetical or practical: I understand 
that yesterday you were asked to give the distance from 
Weyburn to Winnipeg? 

A, No, I was asked for the number of days 
in transit from Weyburn to Fort William. 

THE CHAIRMAN: From Winnipeg to Fort William. 

THE STENASON: And, incidentally, it is four 
days; I was correct. 


MR. SINCLAIR: The question that was put was, 


the average time, and we undertook to look up the record, 


and that is the average. 

MR. BLAIR: Q. The average time from Weyburn 
to Fort William is four days? 

A, Yes. 

Q. Are there different routes from Weyburn 


to Winnipeg? 


(Page 11996 follows ) 


mort sonstath lla lial 


i 7 oak 2) ou 
= : ; - 


ayab to etctiier odd r0% bewes 2 
smetlEtw tot oF sawdyoW 

eskiinw snow’ of gogtankw mot | :WAMATAN 
“vot ef tf .ylietaebhout cba: MO 3 
esrebnains | 

-eow Jeq tew sady nolteoup on? pemmeast 

| ,Duesen ort qu Mool of eens ow ‘brs vamtt 6 
.aitanstaitien 

seremem mort emtt agarevs ont ou TATA”: 


ANGUS. STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Stenason cr-ex 11996 


(Blair) 


A. Yes, I will just look that up. The normal 
route is Weyburn and north, that would be to Winnipeg 
from Weyburn to Pasqua which is the main line and the 
main line east to Winnipeg. That is on the Fort 
William movement. I do not know whether you are 
interested in Vancouver or not. 

MR. SINCLAIR: He ought to be. 

MR. BLAIR: So that to go trom Weyburn to 
Winnipeg you go up to the main line of the C.P.R. 

AY .'¥es: 


Q. I suppose it is true to say that Regina 


and Winnipeg or Regina and Weyburn are more or less 
equidistant from Winnipeg? 
A. Well, Weyburn is south-east of Regina, 


I would not say they were equidistant from Winnipeg. 


Weyburn is a little east of Regina and, therefore, 
alittle closer to Winnipeg. 

Q. Is there any way from Weyburn to 
Winnipeg other than over the main line? 

A. Yes. We have a line that goes from 
Weyburn through Souris up into Rugby Junction which 
is outside of Winnipeg. 

Q. Would the mileage of that line be 
somewhat approximate to the distance between Regina 
and Winnipeg? 

MR. SINCLAIR: We can look up distance 
tables, 

THE CHAIRMAN: Meaning distance as the 


crow flies? 
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MR. BLAIR: Yes? 

A. Yes. It is not necessarily the same 
distance as the rail line and we do not have the 
distance on this map, the map is not prepared with 
distance in mind, it is a traffic map but we can look 


that up. 


Q. But in any case, I was trying to relate 
this to rail distances rather than to straight line 
distances. In any case it must be shorter from 
Weyburn to Winnipeg via Souris than it is from Weyburn 
to Winnipeg via Pasqua, Moose Jaw and the main Vines 

A, I will have to check that up. 

Q@. The ancient law of geography would say 
that must be so. 

A. Yes, but there may be a curvature in 
this line. 

COMMISSIQIER. BALCH: Why would they have the 
two different routes? Would it be congestion of traffic 
or is it handier to go one way than the other or what 
is the reason? 

A. Well, the reason for using one of these 
routes rather than another of these routes would be 
to bring traffic up to a point on the main line where 
heavy tonnage trains are being operated. On this 
| Southern main line we have relatively light -- 
| THE CHAIRMAN: There is a better road bed on 

the main line. 
| A. And cheaper trains, heavier trains. We 


0| have much more volume. I am told the operating reason 
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(Blair) 


for thisis that the north trains on the subdivision 
away up here are very light. 

MR. BLAIR: So, in other words, Mr. Stenason, 
the route which is chosen is chosen for hard, practical 
financial reasons, it is the most economical way of 
shipping the grain, 

A. I would say operating management is 
continually finding or attempting to find and finding 
the most economical way of handling traffic. It 
depends on so many considerations, train weights and 
volume and so forth. 

Q. And there is a difference in costs between 
the two routes from Weyburn to Winnipeg? 

A, Yes, I would think there would be. 

Q@. And this difference in costs influences 
railway policy in determining which route to use? 

A.” Yes: 

COMMISSIONER BALCH: And I should imagine 
delays would have something to do with it in relation 
to the most expeditious method of moving freight. 

A. Yes, a whole host of reasons - there are 
many operating reasons. 

MR, BLAIR: Q. Further to what Commissioner 
Balch has asked you, I was going to ask for some 
detail as to why there should be a difference in costs 
lof these two routes? 

A. Well, the obvious reason, the reason that 
| first comes to me would be the train weights from 


“| Weyburn along the southern main line or the southern 
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line which is a branch line up through Souris and 

into Winnipeg, the crew wages with relatively light 

train weights are significantly higher than for 

through train movements. We have any number of operating 
people we can get the answer from. 

Q. What you are saying in effect is it 
is the ulitization of the line, the density of the _ 
traffic which plays a significant part in determining 
the costs of movement over the line. 

A. That is true of fuel and crew wages. 

Q. Are there any other factors which 
influence the cost and which influences the railway's 
selection of a main line routing as opposed to a branch 
line routing? 

A. As I said, there are many operating 
considerations and I think I would be a little out 
of my depth if I attempted to -- 

Q@. Would it be fair to say then operating 
considerations might be summed up as being for utilization 
of railway equipment over main line than over branch 
lines? 

A. I would say this would reflect a policy 
of moving traffic in the most economic way posible 
taking into consideration all manner of operating 
factors and costs. 

Q@. Mr. Stenason, I would like to ask you 
Some questions about switching. 

Ae) Yes..ei2. 


Q. Now, I have to ask you and the Commission 
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ANGUS, STONEHOUSE & CO. LTD. 
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(Blair ) 


q| to bear with me: I do not know the exact ret’erence 
but I understand that switching costs have been 
grouped in categories of yards, small yards, medium 
yards and large yards? 

A. Yes; that is correct. 

Q. Now, do the switching costs of large 
yards exceed those for medium and small yards? 

A. Yes, I am told - this is a rather 
difficult question to answer because of the different 
nature of the work which is done in the large yard 
relative to small yerds. You have in large yards 
generally a large amount of industrial switching and 
you have a greater breaking up of trains and making 
of trains and so forth so that your classification work 
tends to be more extensive. 

Q. In a large yard than in a small one? 

A. Yes, there is simply more work involved. 

Q@. So that the large yard would appear to be 
the higher cost yards? 

A. For the reasons I mentioned. I am just 
looking at some figures now. Yes, our larger yards 
have classification, for instance, for a highe? 
unit time per car handled than do the medium sized 
yards but this would reflect the greater amount of 
classification work done at the large yard because of 
the way trains are made up and broken. 

Q. There has been a reference, I understand, 
to congestion in the system: Where does this congestion 


Occur in your knowledge? 
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A. Well, congestion can occur at a 
particular yard at a particular time of the day depending 
upon the volume of incoming and outgoing traffic. I 
would not say that you could single out any one 
yard and say it is congested all the time, at least 
I cannot from my own knowledge. 

Q. With your knowledge of railway costs 
would you say that congestion has been a factor in 
raising costs of the railways operations? 

A. Well, congestion is certainly a factor 
influencing costs in certain yards at certain times. 

Q. You say certain yards at certain times, 
can you specify? 

A. Well, there is, for instance, a large 
double in a yard waiting to go out, a very long train 
and the yard tracks are blocked. This is an example 
where congestion can occur. You can have tranfers 
moving through the yard which can block other movement 
in the yard. Now, these are all a function of the 
volume of incoming and outgoing traffic which may 
arise at a certain time of the day depending on the 
volume of train operations. 

COMMISSIONER BALCH: You try to get 8,000 
cars into a 5,000 car yard and you have a job, I will 
tell you. 

MR. BLAIR: Q. What I am really asking is 
where do these problems arise and are they problems 
which can be coped with by expanding the capacity of 


our yards? Is the system adequate to its present needs? 
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2 A. Well, when we talk about expanding 
3 capacity, if we have a peaking problem it could be 
4 the increase in investment costs would outrun the 
5 reduction in your expenses, that is if the congestion 
6 occurs at certain times of the day it would mean a 
4 large amount of unused time during the rest of the day. 
8 The management is certainly rechecking the yards at 
9 all times and this reflects the desire, the balancing 
10| °F the investment costs and operating costs. It is 
i going on continually. 
12 Q. Well now, you refer to congestion as 
13 if it is a bottleneck which occurs at some places 
14 and at some time in the railway system; you cannot 
15 help us by saying where and when this bottleneck is 
a6 most important. 
17 THE CHAIRMAN: We will take five minutes 


18 while Mr. Stenason consults. 


20 ---Short recess. 


Page 12006 follows. 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cCr=ex. 12006 
TORONTO, ONTARIO 
(Blair) 


THE CHAIRMAN: Order, please. 

THE WITNESS: I have consulted and I find that 
the periods of greatest congestion in large yards in 
Canadian Pacific are at 6 o'clock in the evening and 
about 5 btdidek in the morning, and that this has to do 
with the arrival of trains and the departure of trains. 
Tncidentaliy, there “is congestion on Canadian Pacific, 
Significant congestion at medium-sized yards when the 
elevators are plugged at either Vancouver or Fort Willia 
and thre grain backs up along the main line and has to be 
stored at medium-sized yards. 

Q. That is a large yard? 

A. Is a large yard, yes. 

Q. Looking at Exhibit 59, Vancouver, 
Fort William, they are also styled as large yards? 

A. Yen, Sir, vney are. 

Q. You say congestion occurs at certain 
times of the day. But is it uniform at all times 
“during the year? 

A. Well, certainly the congestion associated 
with the movement of grain is not uniform at all times 
throughout the year. It tends to come with the opening 
of navigation at Fort William and the movement of grain 
to Fort William, and there would certainly be congestion 
at Winnipeg, which would result in that. 

Q. So that some of the congestion of which 
you are speaking is a factor arising from the grain 
movement ? 

A. Yes, sir, that is correct. 

Q@. And it is related to the periods of the 


year when grain movements are heavy? 
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ANGUS, STONEHOUSE & CO. LTD. sStenason, CE-CXe 12007 
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A. Yes; or in Vancouver there may be a number 
of ships loading certain types of grain and it may be 
necessary to move that particular type of grain to 
Vancouver quickly. This could cause some congestion in 
sorting out the grades that are required, at Calgary, and 
also at medium-sized yards. 

Q. What about the situation at Vancouver? 


Are the yards at Vancouver congested under ordinary 


circumstances? 

A. Well, Canadian Pacific has a number of 
yards at Vancouver. Our main classification yards are 
at Coquitlam. There are mountains around Vancouver, 


and you need a lot of large area for a yard, and on 
Canadian Pacific that large area is located at Coquitlam. 
Now, our main classification is performed at Coquitlam. 
Then there are transfers of equipment to other yards 

at Vancouver; we have a yard down at the water front 

at Vancouver, and we have another classification area 
which serves the elevators in Vancouver. Vancouver 

is certainly not a cheap place in so far as yard 
operations are concerned because of the very nature of 
its geography. 

Q. Would you say that congestion is an 
important feature of the operation of the railway in the 
yards in and around Vancouver. 

A. Iam told it is significant; there is 
congestion at Vancouver. 

Q. What is being done to alleviate this 
congestion? 


A. In am informed that during recent years 
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ANGUS, STONEHOUSE & CO, LTU Stenason, cr-ex, 12008 
TORONTO, ONTARIO (Blair ) : 


2 Coquitlam yard has been extended: There has been 


extensive signalling in so far as the transfer operation 


° are concerned, and there has been lengthening of tracks 
‘ in the other classification areas. This is something 
: that goes on all the time. 

6 Q. But notwithstanding these measures, 


7 congestion is still a significant problem in the Vancouver 


8 area? 
9 MR. SINCLAIR: Mr. Smith is here, and it may 
10 be that if there is a line of questions like this they 


should be directed to Mr. Smith, who, at one stage not 


so long ago in his career, was in charge of the area 


12 

to where the questions are being directed, and that woul 
13 . 

be quicker. 
14 


THE WITNESSS: Yes, I think probably it would 
15] be quicker. 

16 MR. SINCLAIR: If Mr. Smith would stand up 

17 there and, Mr. Blair, you car now talk to somebody who 


has had the direct responsibilities in the area. 


18 

Mr. Smith is the assistant to the President I introduce 
19 

at the commencement of Mr. Stenason's work, and he has 
20 


done some work on this matter, in this study. He is 
ai the assistant to the President of Canadian Pacific, and 
22| he is a specialist in operations, and immediately 

23 preceding that he was general superintendent of the 

4| British Columbia district, with his headquarters at 

95 Vancouver, and having under his direct control, through 


the superintendent, the Vancouver terminal division. 


26 | 
| THE CHAIRMAN: Mr. Blair? 

MR. BLAIR: Q. Mr. Smith, is it not correct 
28 | 
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9| that, say, in the year 1956 a very serious problem arose |in 
3 Vancouver as a result of the congestion in your yards? 


MR. SMITH: Well, on occasions, there was a 


4 

problem, certainly. Some of the occasions was because 
: GO. congestion of the grain traffic. At that time we 
’ were in the process of extending some of the yard tracks, 
7 Po there was a period of congestion, yes. 
8 ah And after that congestion which arose at 


9| that time in 1956, measures were adopted to alleviate 
19] it to facilitate the movement of the traffic? 
MR. SMITH: Well, of course, prior to 1956 


there were also measures taken, but there were more 


a 

measures taken as a result of the study that had been 
13 

going on, that is true. 
14 


Q. Now, you mentioned the grain movement as 
15 being a significant factor in the congestion which 


16] occurrred in 1956. How does that come about? 


17 MR. SMITH: Well, I don't believe I said that. 
18 But there was a congestion. You must remember that the 
19 grain traffic from the elevators in Vancouver moves by 
- boat, and there are periods, and have been periods, 

when the boats don't arrive quite as quickly as 
. anticipated, and in some cases this results in some 
22 


back-up of the traffic. In some cases we get what 

23) we term a shot of wet grain, it is damp, and it has to 
%4| be put through the elevators to get dried, and this 

25) has on occasions also resulted in an accumulation of 
26 | grain. 

| COMMISSIONER BALCH: Mr. Smith, isn't it 

| 


a fact that congestion is usually spasmodic? 
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MR. SMITH: That is correct, sir. 

COMMISSIONER BALCH: And, naturally, the railrbad 
isn't going to build a yard and enlarge it unless they 
have to. In other words, we will say you have a very 
busy time and there is freight comes through and it is 
congested. Now, that may go on for two or three weeks 
and later on your business drops away and you have plenty 
of room in the yards, and you don't expand your yard 
uniess you have to? 

| MR. SMITH: Yes, that is correct. 

COMMISSIONER BALCH: Did you have room to 
expand Coquitlam yard? 

MR. SMITH: Yes, we did, sir. 

COMMISSIONER BALCH: I tried to get it 
extended one time; the tracks were too close. 

MR... SMITH : The tracks have been widened now, 
Sue? | 

COMMISSIONER BALCH: I thimk that is one of the 
main things we should keep in mind, and it is the 
spasmodic congestion. | 

Pit... SMITHS Well, practically every day, as 
explained by Mr Stenason, you may expect to have two 
peak periods in every yard, because in the evening you 
are pooling your sheds and you are getting your symbol 
trains to run, and you have the shed traffic coming in 
which has to be plotted, and so on, and in our studies 
to enlarge Coquitlam or what to do with it, naturally 
the economies come into it, because naturally we are not 
going to build a plant which is only going to be used 


Spasmodically; in other words, you can still handle 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, Smith, cr-ex, 1201 
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2 the traffic without having equipment which is standing 
3 there idle a great deal of the time. | 


COMMISSIONER PLATT: There is one question 


4 

; I would like to ask you. Assuming that we are going 
to continue to ship grain out of Vancouver at approx- 

: imately the present amounts -- and that I wouldn't be 

: willing to bet money on -- would it in the overall be 

8 


better to have more terminal facilities there, terminal 


9 storage facilities? Would that help the situation 


10 materially? We have had great difficulty in 

11 Vancouver, and certainly the railways have been put to 

2 great inconvenience through the very fact that ships 

3 don't arrive when they are supposed to. Do you think 
that would help? 

: MR. SMITH: Well, under the present flow of 

" grain traffic, sir, I think the facilities are adequate 

16 


at the present tim. Now, this spring, for instance, 


17 this early spring, we had a back-up -- 


18 MR. SINCLAIR: I wonder if Mr. Smith is 

19 using "terminal" in the railway sense? I am quite 

0 sure Commissioner Platt, when he talks about terminal 
facilities, means terminal grain handling facilities, 

grain elevators. I think you are meaning, sir, more 

# terminal elevators so that cars could go in and boats 

@ take it from the elevator. 

2 COMMISSIONER PLATT: I think I said "storage|'. 

25 MR. SMITH: I don't know how economic it 


— (4 would be for the grain trade, but it certainly would 
assist our problem if they had more terminal storage 


facilities for the grain, particularly during these 
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periods of drying and carrying grain over. 

COMMISSIONER PLATT: Thank you, Mr. Smith. 

MR. BLAIR: Q. Mr.. Smith, I am going to 
put my problem to you very simply. It has been 
suggested that congestion is a factor which adds to 
costs, and you have made the other obvious suggestion 
that if you over-build facilities, that, too, would add 
To costs. Now, are you satisfied that there has been 
a proper balance achieved,say, in Vancouver and in othe 
parts of the system? 

MR. SMITH: Well, you are talking now about 
tracks and not storage elevators. 

Q. Absolutely, I am talking about railway 
racilities’. 

MR. SMITH: Well, I am quite satisfied that 
in Vancouver our trackage layout at Coquitlam and for 
the elevators is at the economic point. In other words 
our tracks are as long as we can economically use them 
with the present traffic. 

Q. So for the tine being you are satis- 
fied that the facilities in Vancouver are adequate to 
the needs of that port? 

MR. SMITH: Well, at the present time, yes. 


(Page 12016 follows) 
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Q. And are you satisfied that the facilities 
do not add unduly to the cost of movement by reason of th 
congestion whic occurs at various periods of time. 

MR. SMITH: Do not add unreasonably, yes, I 
would agree with that. 

Q. At various times is it sufficient to add 
Significantly or insignificantly to the cost? 

MR. SMITH: It does add to it at times, yes. 

COMMISSIONER MANN: Perhaps this can be 
directed to Mr. Stenason. _ Excess capacity has a 
tendency to add to cost, does it? 

MR, STENASON: Excess capacity can add to 
cost. 

THE CHAIRMAN : I would say that must add to 
cost if you have a capital development you are not going 
to use, it must add to the cost. 

MR. STENASON: pea. 

MR. BLAIR: Q. Mr. Smith or Mr. Stenason, 
the problem in Vancouver and perhaps elsewhere appears to 
be a*balancing or inconvenience and expense from congestion 
against the cost which would arise if excess capacity 
is created. Are there other solutions to this problem 
in the Vancouver area, for example, in view of the fact 
that there are other railways operating in that area? 
Would the cost picture be better if the terminal facilities 
were operated by one terminal railway? 

MR. SMITH: I do not believe it would. 7 
have not studied that question but I do not believe it 
would. 


Q. When you say you have not studied it, I 
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take it you mean that your company has not considered th 
suggestion. 

MR. SMITH: Our yards and our layout lead to 
the shortest and most direct route to the elevators and 
I am quite sure that our type of switching in the manner 
of our handling the grain is as economical as it can 
be done in Vancouver. 

Q. Looking at all traffic, you are not ina 
positicn to say whether or not over-all economies could 
be achieved if the operations in the Vancouver area 
were coordinated in total under the terminal railway? 

MR. SMITH: I would be very doubtful if they 
could be. 

| Q. Dealing with the costs at terminals or 
at major yards, are you or Mr. Stenason able to say what. 
is the extent to which the costs of one terminal 
must be greater than oe of another -- say the costs 
of terminal switching at Vancouver as compared to 
Calgary, Vancouver as compared to Winnipeg. 

MR. SINCLAIR: What kind of switching? 
Classification switching? 

MR, BLAIR: Classification. 

MR. SINCLAIR: Classification switching, 
industrial switching or elevator switching? 

MR. BLAIR: I do not want to limit myself 
unduly because this subject of costs is broad and I 
think we would be helped if the experts could comment 
upon the relevant costs of these terminals and major 
yards and how they might be assessed. 


MR.SINCLAIR: The evidence yesterday was give 
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that there was a hump at Calgary, and you have picked 
Calgary. There was also evidence given of a movement 
up to Coquitlam which is a different situation from that 
at Vancouver, and exists at Calgary. This is evidence 
that has already been given and that is why I bring it 
to the attention of the Commission. We want to be as 
helpful as we can and if counsel would clarify a little 
maybe we could assist. 

THE CHAIRMAN: Do you wish to press the 
question, Mr. Blair? 

MR. BLAIR: I think there must be a point of 
fact or of judgment in the railways! over-all view of 
this with regard to the cost of yards and terminals and 
the like where they might be able to assess costs of 
congestion and other factors at Vancouver compared to 
other main yards. 

MR. SMITH: Perhaps this would be helpful. 
You must remember at Calgary the traffic for Vancouver 
is marshalled and is originated, you might say, or come 
to the branch lines to Calgary and that is put in trains 
for Vancouver,whereas at Coquitlam there is a different 
system. At Coquitlam you are not marshalling a train 
or originating a train; all you are doing is taking it 
in by transfer to the elevator. 

THE CHAIRMAN: It is the end of the line. 

MR. SMITH: That is right; it is an entirely 
different situation. 

MR. BLAIR: sa What about outgoing traffic? 

MR. SMITH: of course outgoing traffic from 


Vancouver is originated in several different locations, 
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which again is different from Calgary. Your outward 
traffic at Vancouver, or part of it, originates from 
Vancouver Island and comes over and is marshalled right 
in the yard by the docks; part of the traffic comes 

to us at New Westminster and is marshalled at New 
Westminster. Gradually it all gets to Coquitlam and is 
put together in these trains. It is a different type 
of traffic, a different type of switching from Calgary 
entirely. 

COMMISSIONER BALCH: You get an amount of 
cars ready for transfer, you transfer those cars and then 
go to Coquitlam? 

MR. SMITH: That is rignt. 

COMMISSIONER BALCH: And then the train is 
moved up the line; is that the movement? 

MR. SMITH: That is right. 

MR. BLAIR: Q. There are many other question 
which might suggest themselves but I do not want to 
labour this question of the yards too much. Perhaps I 
might ask a more general question. If congestion is 
a factor in over-all railway costing, is it important 
on the line or in the yards? 

MR. SMITH: It is important in both places. 

Q. To what extent is congestion a factor in 
increasing costs on the line itself? 

MR. SMITH: You mean how does it increase the 
cost? 


Q. How does it and to what extent does it 


pakt general? 


MR. SMITH: To speak generally about the 
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Vancouver area, which I think you are familiar with, 
when there is congestion in, say, grain traffic for the 
port and it is necessary to store carloads of grain, 
naturally they are stored out on the line or some of the 
are stored out on the line, and then that becomes a 
factor and does increase the cost. 

Q. So that your answer to me seems to 
suggest that if congestion arises on the line it really 
arises because of the congestion which occurs at the 
terminal or in the yard. 

MR. -<OMLTH : At the terminal, yes. 

Q. Assuming no congestion at the: yard 
or at the terminals, is there a factor of cost arising 
from congestion in the sense that there are not enough 
passing tracks and other facilities to permit the free 
movement of trains across the system? 

MR. SMITH: I am not sure that I understand 
your Wee ce olf. Are you saying to me, do we have enough 
Sidings or passing tracks on tre line now to handle the 
type of traffic or the volume of traffic we now have? 

Is that what you mean? 

Q. Yes. Are you satisfied that the railway 
has sufficient facilities on its line to handle traffic 
or a reasonable expected increase of traffic without 
congestion or adding to costs? 

MR. SMITH: There are areas that vary. if 
you are talking about Vancouver or British Columbia area 
the trains moving from Calgary to Vancouver, yes, we 
have sufficient sidings and sufficient length of sidings 


to handle the traffic as expeditiously and economically 
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as possible. 

THE CHAIRMAN: Are we to understand, Mr. Smith, 
that the plant now is sufficient to take care of no more 
traffic.and that you do not feel it would be justified 
to take care of every abnormal situation? 

MR. SMITH: That is correct, from Calgary to 
Vancouver. | 

MR. BLAIR: Q. From British Columbia, 
Alberta, Saskatchewan, there is sufficient trackage? 

MR. SINCLAIR: Mr. Smith, not too long ago, 
three or four years ago, was in charge of the . Saskat- 
chewan district, so we are again on familiar ground. 

MR. SMITH: I believe that the question has 
to be answered generally and I will endeavour to answer 
as best I can to be of assistance. We have made a 
study of all the main line in Saskatchewan and Manitoba 
and Alberta and so on, and we are now in the process of 
changing in Saskatchewan on one of our main line sub- 
divisions the type or method of handling the traffic 
because we know we can do it more economically. 

There are occasions, east of Saskatchewan, when the 
sidings do tend to this, that is true. 

COMMISSIONER BALCH: Is it not a fact that 
most Pabadtan National and Canadian Pacific have program 
of extending the sidings because of the increaseed 
length of trains? 

| MR. MITH: In some areas, yes. In some 
_ areas we are going to C. T. C. and lengthening the 
Sidings at the same time. 


MR. BLAIR: Q. So this is a significant 
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feature of present railway operations -- reviewing the 
main lines of track to see whether modifications can be 
made to facilitate freedom of the traffic. 

MR. SMITH: Yes, this is the type of traffic 
we are conducting all the time. 

Q. Mr. Smith, perhaps by way of summary 
without endeavouring to put words into the mouths of 
either Mr. Stenason or yourself, am I correct in assumin 
that so far as congestion, as a cost factor, is concerned, 
it is much more significant in regard to yards and 
terminals than in regard to the line haul? 

MR. SMITH: I would say yes, generally speaki 
ee 1S. | 

Q. I do not know just to whom the next 
series of questions should be directed. 

MR. SINCLAIR: What are they about? 

MR. BLAIR: ‘They are about improvement of 
weatfic. | 

MR. SINCLAIR: We have not a traffic man here 
but we have people who are knowledgeable in the movement 
of traffic -- Mr. Stenason and Mr. Bentham. 

THE CHAIRMAN: Ask the question and we will 
tell you who will answer it. 

MR. BLAIR: Q@. I think some questions along 
these lines were asked yesterday. 

THE CHAIRMAN: We do not want that position 
if we can help it. 

MR. BLAIR: I appreciate that and I appreciat 
your patience in listening to me. 


Q. Mr. Stenason, taking a valuable and 


| od a9 acto acta isis ered ont 
‘ jokers edt aepannnieny 
| ortesnt to oqud orit at atte — eacan 
qemu Io Yaw yd aqadtsd get D 
to erdvom ont oan abtow Juq o¢ gntauove 
er levees al goexxoo I ms ,Tleatvoy x0 nossned2, im: 
dbectecnos af .tosost taoo 8 BB .notseess09 ai xet oO 
bis abisy of brsget at soso tingze ten sie 
{yes enti sAdz od alas “at asda ets set to hy 
binsge yilerensg .e8ey Yse biuow i :BTrMe AM” 7b nal — 
, 7 sealed aed vat 3 4 n 
tron ond sodw ot saul worl tod ob TLD wee a 
-betostth ed pivorte enotteeup so Bonise: 
| Stuods eds exe Jew’ : ALATOUT® at 
) , te dnemovo get tuods ets get + ALALa AM 
| evo aan olitent s von oved ow eae x 
| sasmovom sit at alias aa ers orw olqdeq evan 9’ 


[ftw ow bas mo keep ede NWA © :MAMATAHO Ser” * naas 


.¢r towens [Ltw ofiw yoy re 
® lint 


pools anotta sup enoe Anitdt I. :AYAIG Ja 
-Ysbiedeey bsilas orew eoatl ‘ot 
aotvteog sedt gnaw Jon ob oW : WAMELLAHS ant 


we =O ° ; 7 | 7 ie : _ 
er ee 


ANGUS, STONEHOUSE & CO. LTD. Stenason, Smith, cr-ex. 12023 
TORONTO, ONTARIO (Blair ) 


2 important commodity like plywood, which is shipped from 
3 Vancouver to Toronto, to what extent is the movement 


of carloads of plywood interrupted en route or to what 


4 
: extent are the carloads of plywood moved without 
interruption? 
6 
MR. STENASON: The bulk of through traffic, 
7 


long haul traffic of this type, of plywood from Vancouve 
8 to Toronto would move on Canadian Pacific symbol trains 


9 and these are trains which operate through from 


10 Vancouver to Toronto. Was that the nature of your 
1 question? 
s Q. That is right. 
‘MR. STENASON: The movement would not be 
# interrupted. | 
H Q. So that this train comes to major yards 
15 


en route and the movement would not be interrupted by th 
16 breakup of the train? 

17 MR. STENASON: The train itself would be 

18 . Worked on and it would be a normal time in the yards, 


19 that is true. 


22 (Page 12026 follows) 
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Q. This is perhaps a question you might 
wish to take under advisement, but what would the average 
time be for hauling a car of plywood from Vancouver to 
Toronto? 

MR. STENASON: We will have to check this, 
but we believe it is about five to six days. 

COMMISSIONER MANN: That is the average time, 
is it? 

MR. STENASON: Yes, that is the running time 
of train 954, 

COMMISSIONER MANN: The running time, but not 
the average time? 

MR. STENASON: Yes, average lapsed time from 
Vancouver to Toronto of the train itself, and this 
traffic would move on 954 or a similar train. 

COMMISSIONER MANN: Well, we have run across 
this twice today: is this what it is physically 
possibly to do, or has this been your experience? 

MR. STENASON: Oh yes, the simple trains 
operate according to the schedule. 

COMMISSIONER MANN: It is the simple train's 
average time you have given us now? 

MR. STENASON: Yes, including the lapsed time 
in terminals of the train, and I am informed by the 
Operating department that they run on time, 

MR. BLAIR: Q. So, it doesn't take too 
long to get plywood from Vancouver to Toronto? 

MR, STENASON: No. 

Q. Mr. Stenason, yesterday you were asked 


&@ question by Mr. MacKimmie which occurs at page 11851 of 
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1} the transcript, the last question on that page. Mr. 


2| MacKimmie's question was this: 


3 "Could you tell me how much of the total 

4 costs represent the extra burden going over the 

5 mountains? Could you tell me if it would be 

6 substantial? 

7 A. Well, Ithink the only items involved 

8 would be fuel and crew wages. They are. h{gher be- 

9 cause of the lighter trains which have to be operate 
10 through the mountains. 

11 Q. But would you agree that the cost per ton 
12 mile would be greater? 

13 A. I think the cost would be somewhat greater 
14 and would be substantially greater." 

15 MR. SINCLAIR: I think the word "not" was 


16| eliminated. That was one of the errata we intend to 
17) put in. 

18 MR, STENASON: The point being here, in so 
19| far as all of the expenses except fuel, and crew wages 
20| are based on regression analysis, which gives the same 
21| variable road maintenance cost for traffic wherever it 
22| is moving. Fuel and crew wages are the categories of 
43| expense which would differ based on weight of train, 
44/ and the train weights would be lighter. 

25 There should be a "not" in there. 

% COMMISSIONER BALCH: Where should the word 
47! "not" be? 

ae MR. STENASON: "Would not be substantially 


29 greater," 


MY MR. BLAIR: Q. Mr. Stenason, the clarificatio 
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of course, is extremely helpful in the correction of 


2] the typographical error, Dealing with idea of cost per 
ton mile, would these costs per ton mile be greater 
than in hauls over light density traffic? 

MR. STENASON: No, they would not be. 

Q. So that density of the traffic over the 
mountain line is a factor in assessing the over-all 
cost? 

MR. STENASON: Yes, the train weights of 
the through trains operating from Calgary to Vancouver, 
in both directions, are lighter than the through trains, 
let us say, east of Swift Current, Winnipeg to Fort 
William, but they are still in excess of branch line 
trains -- way freight trains. 

Q. Mr, Stenason, you have referred to the 
fact that you have prepared cost studies of other 
commodities apart from grain? 

MR. STENASON: Yes. 

Q. In conducting these studies did you allo- 
cate overhead costs in the same way as in the grain 
study? 

MR, STENASON: We report to our traffic depart- 
ment -- and this is standard procedure-- the variable 
cost of the traffic and the full cost of the traffic, 
and our normal procedure in costing is to include in 
the constant expense itemssuch as passenger deficit. 

Q. And in these costings, this constant 
expense is allocated against the particular traffic 
being costed? 


MR. STENASON: Yes sir, and, incidentally, we 
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use also the ton and ton mile method of distributing the 
constant rather than the expense method for ease of 
dealing with it. I think those are the two major 
differences in our treatment of constant cost of grain. 

Q. Am I correct in assuming the passenger 
deficit is not costed in the grain study? 

MR, STENASON: Yes, sir. 

Q. so that, to that extent these other 
costing procedures are different than the costing pro- 
cedure you employed with regard to grain? 

MR. STENASON:s Yes, as I said, there are 
two differences in the treatment: of full cost: one is 
the inclusion of the passenger deficit and the other is 
the allocation of the constant cost on a ton and ton 
mile basis. Dr. Edwards has reported to the Commission 
the effect of allocation of constant on that common 
ton mile basis for grain. 

Q. Mer. Stenason, I would like to refer you 
to page 11925 of yesterday's transcript where in reply 
to questions from Mr. Mauro you say that 20,000 empty 
box cars are moved to British Columbia at the present 
time -- no, you_corrected that: I am reading at the 
wrong line. 20,000 empty box cars were moved eastward 
from Vancouver in 1958. 5,000 empty box cars were moved 
westward? 

MR. STENASON: Yes. Now, this count was taken 
at Field; this is the only data we have, and this is 
our main line interchange plant -- or, was in 1958 -- 
between the British Columbia district and the Alberta 


district, and this is the way the majority of the empty 
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cars moved back and forth between Vancouver. 

Q. Do you know whether any of these cars 
were loaded beyond Field in their movement eastward? 

MR. STENASON: Oh yes, they may have been 
loaded at Calgary for movement to Toronto, or they may 
have been loaded with grain at a way station and moved 
back to Vancouver with grain. 

COMMISSIONER BALCH: Would you explain -- 
because I know some of the commissioners would not 
understand -- an interchange point? I think that should 
be done for the record. 

MR. STENASON: Very good, sir. An interchange 
point is where two railways come together, and it is 
used most often in the case of different railways. 

There is an interchange point between Canadian Pacific 
and the New York Central. In addition to that, Canadian 
Pacific was organized on a district basis and an inter- 
change point then between districts, which is what 

Field was in 1958, or where the Alberta district ended 
and the British Columbia district took over, and there 
were counts of cars, and the basic statistics of the 
company were organized on that basis. 

MR. BLAIR: Q. Mr. Stenason, these figures 
which have been given on the movement of empty cars in 
and out of British Columbia or Vancouver are related to 
the year 1958: would you regard that as a .typi¢al year or 
an exceptional year? 

MR, STENASON: Well, it was a typical year for 
the costing of grain. I would have to check the car 


distribution for other years to be certain of my answer, 
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1} but I would think it is a typical year. 

> Q. Have you got comparable figures for 

3] 1957, say, and 1959? 

4 MR, STENASON: Yes -- not with me; they are 
5] in Winnipeg. 

6 Gt Would it be possible to present them at 


7) some stage in these proceedings? 


8 MR. SINCLAIR: Precisely what do you wish him 
9] to do? 
10 WR. BLAIR? Well; Mr. Sinclair, at this partic- 


li] ular page in the transcript, 11925 -- 

12 MR. SINCLAIR: That is the interchange of 
13 empties to --- 

14 MR. BLAIR: And the returns. 

15 MR. SINCLAIR: Mr. Chairman, it occurs to 
16] me that, as Mr. Sternason has said to the Commission, 
17|| this was worked on the interchange point Field which has, 
18| under the reorganization disappeared. I don't know 
19| if we will be meeting with an interchange at Swift 
20| Current as against Field, which I think is now the . 
241| interchange point divisionally. 

2 MR, STENASON: Yes, so they would not be 


43) available for 1959. 


a4 MR. SINCLAIR: That is one thing. Now, in 

25! 1957, I don't know whether our basic records are main- 
6) tained that long, and we would have to find that out. 

21| MR. BLAIR: I know you are not giving evidence, 
28) Mr , Sinclair, but the witness said the figures were 

29 | 


available. 
30 | 


MR. STENASON: Well, I am not certain. I have 
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to check this. The figures are in Winnipeg, 

MR. SINCLAIR: I don't know what this has 
to do with the problem, but maybe the Commission would 
like to have it and we will see what we can do. LE 
my friend wants it, he must have some reason for it, 
and if it is not too difficult we will try to get it, 
and if it is, we will get in touch with you. 

MR. BLAIR: We think it might be of assistance 
to us and to the Commissdon, 

THE CHATRMAN: In what way? 

MR. BLAIR: So that some measure, Mr. Chairman, 
might be placed ypon costs which arise from the movement 


of empty cars. 
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MR. SINCLAIR: We will try to get it. 

MR. BLAIR: Q. One further question on this 
matter of the empties, Mr. Stenason. Does the incidence 
of movement of empty cars occur seasonally or does 
it occur tn uniformity throughout the year? 


MR. STENASON: I would say that depends 


upon the category of traffic that we are looking at. 
As part of our testing in connection with the grain 
study we have various tests on the empty return 
movement associated with the seasonal aspects of 
grain movement to the lakehead. As part of this we 
have examined both loaded and empty car movements of 
non-grain traffic and it would appear to be fairly 
constant through the year with the exception of a 
minor peaking of the non-grain traffic which occurred 
in April, May and June. It is quite minor. Does that 
answer your question? 

Q. Peaking, you say, is in non-grain traffic 
rather than grain traffic? 

MR. STENASON: Yes, this is, of course, when 
the grain peak arises as well, it is a case of a 
peak coming on a veak. 

Q. But essentially the disparity in the 
movement of empty cars is reiatea to the movement of 
Grain to the Pacific Coast. 

MR. STENASON: Well, chat is a difficult 


8} question to answer. I would have to examine the volume 
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this between the different categories of traffic 
unless you actually trace the cars as we did in the 
study. 

Q. I suppose it might not improperly be 
suggested that there would be a greater balance 
achieved in regular traffic than in traffic which has 
seasonal peaks and valleys. 

MR. STENASON: No, that depends upon the 
loading and unloading characteristics of the different 
types of traffic but I would certainly say that 
generally, yes, one would expect more uniform dis- 
tribution of empty cars. 

Q. And projecting that thought not to 
months but te years, in years when there are heavy 
movements of grain it would be reasonable to think 
that a disparity would be greater than when grain 
movements were more normal. 

MR. STENASON: There would certainly be 
more emoty mileage. 

Q. Conversely I suppose movements from the 
west coast would be affected by general business 
conditions whether or not their general strikes had 
interrupted production and all that. 

MR. STENASON: Yes. 

@. So that if 1958 happened to be a year of 
heavy grain shipments and also happened to be a year 
Where the pulp and paper industry was interrupted by 
along strike, this would be a factor in the amount of 


disparity which occurred. 
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MR. STENASON: Well, this would not be a 
factor insofar as = ear miles used in grain were 
concerned but it would Wekcainiy be a factor in the 
demand for cars and so forth, 

MR. BLAIR: Thank you, Mr. Stenason. 

THE CHAIRMAN: Thank you, Mr. Blair. Mr. 
Frawley . 

MR. SINCLAIR: Mr. Chairman, are we going 
to take our five minute break on the hour? 


THE CHAIRMAN: Yes, we will take it now. 
---Short recess, 


THE CHAIRMAN; Order, please. Mr. Frawley. 


CROSS-EXAMINATION BY MR. FRAWLEY: 
Q@. Mr. Stenason, I would like to commence 
our discussion of this matter by asking you to be good 


enough to define size related costs, 


A. Mr. Frawley, the size related costs 
are the costs associated with size of plant, that is 
miles of track as opposed to the costs which are 
variable with output, that is gross ton miles or 
yard and train switching miles. They are the costs 
Which are there as a result of the size of plant and 
they are often referred to as an irreducible minimum 
level of cost. Where you have track the total cost 
is a function of the irreducible minimum level of costs 
and also the costs which come as a result of the output 


|°f transportation service. 
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D Q. I would ask you to look at what was 
3] said in the joint submission, Exhibit 44 at Page 25. 


4 I will just read it to you. 


5 MR. SINCLAIR: That is the one that is signed 
6| by lawyers? 

| MR. FRAWLEY: This is signed by four lawyers 

8] so that should make it good. 

9 Q. I read there from Paragraph 76, speaking 
10] of expenses a little further down in the middle of 


11| that paragraph. We will see if I am reading it right. 


12 "These include the irreducible minimum portion 
13 of road maintenance expenses or the size 

14 of plant expenses --". 

15 Now, first, let me put my question; can I 


16] read that "or" as meaning "otherwise expressed"? 

A. Yes. 

Q. In other words, it would read: 

"...the irreducible minimum portion of road 
maintenance expenses otherwise expressed the 
size of plant expenses..."? 

A, Yes: 

Q. Well now, the irreducible minimum costs, 
are they the same in every place and for every mile of 
track? 

A. Yes sir, that is the inference which... 
Q. That goes along, that is a necessary 
implication of that definition? 

A. Yes, that is right. 


Q. Now, let me ask you this question and I am 
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rather anxious to know, did that definition come down 
from the scholars, the classical scholars or is it 
something other than part of our heritage from the 
classical economists. 

A. Well, I do not know what the classical 
economists have said about this matter. 

Q. If anything? 

A. There has been wide use made of this 
concept in railway cost finding which goes back to 
Dr. Edwards work. 

Q. Well then, how far back does it go, 
that is what I want to ask you about. You do not know 
what the classical economists have said about it and 
may I suggest to you that you will not find classical 
economists saying anything about it. 

A. The classical economists were generally 
coneerned with matters other than costing. 

Q. That is true. 

A. They were concerned with distribution 
and value theory. 

Q@. I just wondered if there is anything 
written by the scholars on this concept of size related 
costs? 

A. I do not know of anything. 

Q@. No. Wouldit be fair to say that you 
personally developed it? 

A. I personally developed it? 

Q. Yes? 


A. No, I did not, sir. 
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2 Q. You applied it first to the affairs of 

3] the Canadian Pacific Railways? 

4 A. Yes, but the concept of size related 

5| costs goes back some degree in cost finding. 

6 Q. All right, what is the significance of 

4i the word "size" in that expression of size related costs? 
8 A. Costs which vary with size of plant. 

9 Q. In other words - now, you will bear with 
10] me if my questions seem amateurish - would it follow 

11] that the Canadian Pacific Railway would have one kind 
12| of costs because it extends from the Atlantic to the 

13| Pacific and the Lacombe & Blindman Valley Railway 

14] which is now part of the C.P.R. being a small railway 
15] only had a few miles of track, would that constitute 

16| a difference in the size related costs in those two 

17| companies? 

18 A. I am not sure I understand your question. 
19] The size related costs are based upon a regression 

20 analysis which reflects system experience and have been 
21 Basted in the area where the size related costs were 

22| applied through actually going out to the field and 

23) getting the cost of maintaining the lines in question 
44) and also the depreciation on the lines in question. 

25 Q. Well, it has no meaning, then, other 

%| than as you used it in the matter of mitiple regressions” 
27 A. I would say it has a very definite con- 
8} ceptual meaning. What it means is, where you have 

4 (i line with relatively light traffic density that this 


: | is an estimate of what the maintenance cost or the 
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(Frawley ) 
1 
2| investment costs would be . 
3 Q. Now Mr. Stenason, I am going to take you 


4| into another field for just a moment. The Standard 

5| O11 Company of New Jersey is a global enterpris2? 

6 A. Yes, sir. 

7 Q. And it has a large refinery, among many 

8| others, at Bayonne, New Jersey? 

9 A, Yes, 

10 Q. And it makes gasoline at Bayonne, New Jersey‘ 


11 A. Yes. 


13 Page 12046 follows. 
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Q. Now, as against that, let's take a small 
operation in the province of Alberta, what we used to 
call tea kettle operations, just the minimum operation 
to make gasoline. Most of those have disappeared 
now and gone into the large companies. I want you to 
visualize that the Standard O11 Company are making 
gasoline in Bayonne, New Jersey, and, say, the old 
Mayland Company making gasoline at or near Turner 
Valley. Are you telling me that there is some importan 
difference in the cost of a gallon of gasoline that woul 
come out fron an examination of the New Jersey operations 
at Bayonne and the Mayland operation at Turner Valley? 

A. LES 

Q. What is the difference in the costs? 

A. The difference between the relationship of 
costs between the variable output and the costs 
which are fixed. 

Q. In simple layman's language, would the 
results of this mean that it would cost New Jersey more 
to make gasoline than Turner Valley? 

A. If we assume that the output asso@iated 
costs are linear, that is that they are the same over 
the various levels of output, then we would discover 
that the total cost and the unit cost -- pardon me, 
the unit cost of the gasoline would be greater at the 
Smaller refinery. 


Q. Not at the larger refinery? 


A. The unit cost? 
Q. Yes. 
aS No. 
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Q. If the cost has a relation to size, the 
cost initially should be larger? 

A. In total amount, yes, because there is 
a greater output at the refinery in New Jersey. 

Q@. Bo ae mean that the cost analyst at 
Bayonne would have to reach out and take into his cost 
factors the expense of operating tankers from Sumatra, 
say, into Bayonne? 

MR. SINCLAIR: Where is Sumatra? 

MR. MAURO: Dutch East Indies. 

MR. FRAWLEY: Your agent at Bangkok could 
probably tell you. 

MR. SINCLAIR: This ability of Canadian 
Pacific to fly through Bangkok has been raised in other 
places; and if my friend thinks we are in the oil business 
in Bangkok, I would wish he would tell us how. But 
I didn't know that Sumatra was in the Dutch East Indies, 
and. I didn't know that the Dutch East Indies now 
existed. I am just a Canadian, and I haven't had the 
advantage of having experts who have a broader grasp 
of world affairs. 

MR, FRAWLEY: Q. Me. Stenason, certainly 
when you speak of size related costs you are not 
endeavouring to say that because the Canadian Pacific 
is told this means more cost can go on its operation? 

A. No. What this refers to is a segregatio 
of costs, those which are present and those which are 
present because there is a certain volume of output. 

Q. Mr. Stenason, can you tell me, just 
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meaning of size related has been defined elsewhere than 
by yourself and John Meyer? 

A. I believe it nas been defined in cases 
in the United States. I will have to check that with 
Dr. Edwards. I am advised that it has been used in a 
grain case in the United States and also in a trans- 
continental divisions case in the United States. 

Q. Will you give me the date of the trans- 
continental divisions case, just approximately? 

A. About 1955 to 1956.it started. 

Q. And the grain case? 

A. 1956 to 1957. 

Q. Those are both railway cases? 

As J am informed that the concept has been 
used in cost in the United States by at least one rail- 
way for over 25 years. 

Q. Now, we have it confined up to now to the 
railways, and I ask you, do you know of any other industr 
where the size related concept of cost has been used? 

Avie Giwouldisay that the concept is an 
integral part of any industry. 

Q. Can you give me any instances of any other 
industries? Can you refer us to any reports, that it ha 
been used other than on railways? 

A. I believe that -- and I will have to check 
this to be certain -- that in some studies that were done 
by Joel Dean of Columbia and published during the 
30's this concept was used. But I will have to check 
that. 


Q. Now, Mr. Stenason, I would like to take 
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you to your cost study, which is C. P. 7 (vii), and 
there on page 20 -- 

MR.SINCLAIR: I believe, so that the reoord 
may make this clear, these numbers were given at a 
conference of the consultants in November or October of 
last year, and they have never been put on the record 
here. This was a conference of consultants of the 
railways, provinces and the Commission and technical 
Staff, and.so on. They are not an exhibit number or 
a Canadian Pacific number. 

THE CHAIRMAN: Well, it is a submission, 
though, on the cost study. 

MR. FRAWLEY: I have never referred to any- 
thing, I have never referred otherwise than as C. P. 7 
to the Stenason cost study. But you say that came 
about from some numbers that you distributed at a confer- 
ence, 

MR. SINCLAIR: They were numbers put on by 
Some people at the conference. 

THE CHAIRMAN: Identify it now. 

MR. FRAWLEY: T identify it now as a statement 
headed "Canadian Pacific Railway. Memorandum in Respec 
of Results of Cost Study." We knew it was Mr. Stenason 
and we marked it, and we couldn't have marked it until 
then. 

Q. Now, on page 20 you speak of tests you 
made to determine solely relatedness. Perhaps it 
wouldn't be a bad idea if you would put on the record 
the definition of solely relatedness? 


A. Solely relatedness refers to a facility 
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2 which, to an important degree, is associated with a 


3) particular category of traffic. 


4 


4 Q. And have you determined the solely 
P relatedness of other traffic than grain? 
A. What. do you mean by that, Mr. Frawley? 
: Q. You have determined the solely relatedne 
, or certain’ lines in’ so far as the grain traffic is 
8 concerned? 
9} A. Yes. 
10 Q. Now, have you done the same thing with 


ij; regard to other traffic? 


12 A. Well, in cost studies, for example, if 
13 one is looking at passenger service, there are certain 
solely related facilities. We are in the process of 
14 
doing that study now. 
15 es ; yhoo 
Q. I was just interested to know whether or 
16 


not you had ever worked out this solely relatedness 
: 17 concept with regard to other traffic hauled by Canadian 


18 Eaeicic. 


19 fe Nts yee. 
20 Q. And some of them are what? 
A. I was thinking of the passenger study. 
; Q. Where are the passenger lines, where are 
z the lines that are solely related to passenger? 
Z A. These trackage terminals -- there is a 
4) small amount of it, about 60 miles. 
a Q. In the whole Canadian Pacific? 
=| A. Yes. 
27 | Q. Where are the lines that are solely 
re related to the livestock traffic? 
| 
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A. I don't know. 

Q. Where are the lines that are solely 
related to the lumber traffic? 

A. Whether there are any, we haven't analyzed 

Q. Where are the lines which are solely 
related to the coal traffic? 

A. Well, the same answer applies. I think 
that the mileage of such lines would be very, very 
small indeed. But we have not worked out the solely 
related mileage. 

Q. You tell-us in your study on page 20 of 
your memorandum that you made three tests, and I will 
just paraphrase them, because I am sure you are 
familiar with them. You made an economic test, a bridge 
traffic test and a traffic mix test. Would that be 
the proper way to deseribe it? 

| A. That is right. 

Q. Now, the essence of the economic test 
is that net revenue from non-grain traffic fails to cover 
Size related cost. 

| A. Yes, the size related maintenance cost. 

Q. Now, if it should be -- and I don't expect 
you to agree too readily with me -- that the size related 
costs can be shown to be less than you have computed them, 
thén would it not be true that in the total cost picture 
assignable to grain there would be a substantial reductio 
in the track mileage assigned to grain? 

A. Well, Mr. Mauro and I went over this 
yesterday, Mr. Frawley, and I don't think I can add to 


What was said yesterday. 
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- * 
1 
2 Q. Could you reply very briefly in response 


3 to my question? 


10 (Page 12056 follows) 
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A. Yes, there were three tests applied to 
determine solely relatedness, and the facts of and the 
effect of the change in the solely related costs would 
depend upon the working of the other tests. I would like 
once again to point out that this tes of solely related 
ness is supported through having secured the actual branth 
line maintenance expenses on these light density lines, 
Which is the surest thing we can have as to the irreduc- 
ipte minimum level of maintenance costs. 

Q. Were those actual expenses that you are 
now speaking of, Mr. Stenason, made available to our 
consultants? 

A. They certainly Knew of their existence, 
Mr. Frawley. 

Q. Were they made available? 

A. I do not think they have asked for them. 

Q. Were they made available? 

MR.SINCLATIR : All working papers were made 
available for five months and more -- all working papers). 
So if they were part of the working papers they were 
made available. 

Q. I am sorry, apparently my question was 
provocative, and I am, from experience, going to try 
hard not to be provocative. I simply put the question 
to Mr. Stenason because my consultant suggested to me 
that he had not seen them and now you say he should have 
asked for them and they would have been made available. 
Is that what it comes to? 

Re The existence of this test was set forth 


in Dr. Edwards' precis at our initial conference. In 
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our second conference in Montreal reference was made 

to these studies and these are part of the working 
papers of our branch lines,and we have made available 
any working papers which the consultants have requested 
for examination. 

Q. I may as well put on record,. because this 
would seem to be the time, that when Mr. Banks was in 
Montreal he asked to see it and he was told that it 
was not available. 

A. That simply is: not..correct.. 

Q. Then it must be some misunderstanding of 
what he was asking for and what you were responding to. 

MR. SINCLAIR: If Mr. Banks said that, 
he had better tell us where, when and how, and go into 
this matter. Then we will find out the facts. We 
have had enough of these suggestions from Mr. Banks. 

THE CHAIRMAN: I think this is a good time to 
adjourn. 

MR, SINCLAIR: We have certainly had enough 


of these suggestions from Mr. Banks.. 


---Luncheon adjournment. 
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TORONTO, ONTARIO Frawley 12058 


MR. FRAWLEY: Mr. Chairman, before we resume 
cross-examination of Mr. Stenason I wish to make a 
comment. 

I said this morning, not long before the 
adjournment ,that I was going to be careful not ta 
say anything provocative, and then not more than two 
minutes after I said something really provocative. 

E think sometimes one cannot do anything about the 
provocations - and I have lived through a great many 
of them - but f think that I can do something about 
this. 

Mr. Banks came to Montreal on April 25 
and stayed until April 29; that was pursuant to an 
arrangement set up by the Commission. A request was 
made on the 28th by one of Mr. Banks' associates 
for an interview with a member of Canadian Pacific 
staff with regard to road maintenance experience. It 
was the intention to deal with the Canadian Pacific 
experience with actual branch line maintenance 
expenses on light density lines, 

It is true that there was no indication when 
this request was made that the experience on light 
density lines was to be discussed, On the following 
day, the 29th, the request was repeated, first by 
Mr. Williams, Mr. Banks' associate, to Mr. Stenason, 

Who advised Mr. Williams at that point that no 
further time could be given for our research work 
on that day by himself or any personnel not already 


Committed to assist our consultants. 
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Mr. Banks then called Mr. Stenason to dis- 
euss the matter with him, but he reached Mr. Sinclair. 
Mr. Sinclair confirmed to Mr. Banks what Mr. Stenason 
had said. 

THE CHAIRMAN: Do I understand you to say that 
more time could be given that day?. 

MR. FRAWLEY: No - at that time. The visits 
generally ran in weeks and this was the end of the week 
at that time. 

What I have just said is the explanation 
for my statement to Mr. Stenason this eaantee that 
when Mr. Banks was in Montreal he asked to see the 
expenses that Mr. Stenason and I had just been discussing, 
and was told they were not available. 

In fairness to myself I think I should add 
that immediately after Mr. Stenason telling me it was 
not correct I said that it must then have been due 
to a misunderstanding. 

That is a statement I wanted to make because 
I thought, to the extent that provocation could be 
dissipated - because I am essentially a person of 
peace loving instincts -- it. would be helpful to have 
it in the record. 

THE CHAIRMAN: Those of us who know you, 

Mr. Frawley, know that to be true and I am glad you made 
the statement. It is a statement which, I understand, 
Mr. Stenason, you accept. 


MR. STENASON: I just want to point out that 


the reason we did not have any additional time on that 
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Friday to spend with the consultants was because we 
were finalizing the revisions, and the staff was engaged 
in doing that. 

THE CHAIRMAN: The revisions which became 
Exhibit 132? I think we can go on now and, Mr, Frawley, 
I only say that so far as Mr. Stenason is concerned 
we have been impressed as a Commission with his fairness 
and his responsiveness to questions by counsel. 

MR. SINCLAIR: There is something I would 
like to say, and I certainly appreciate my friend 
Mr. Frawley's statement. 

On the day before yesterday, or perhaps 
yesterday, in the transcript commencing at page 11885 
and following, and particularly at pages 11888 and 11889, 
it was suggested that the Commission technical staff 
may not have been able to secure all the information 
that they would have liked to have had concerning the 
changes that were being made to the cost study. 

I have spoken to Mr. Stenason and other members 
of the staff - the cost staff - and this certainly 
is not in accordance with my understanding. I do 
want to say, also, that we had two alternatives open 
tous. I said to you that I would take the responsibility 
for the situation. These two alternatives were first, 
that we could have taken the position that our evidence 
Was before the Commission in accordance with the 
Precis and matters of that kind which were filed with 
the Commision in October and presented in evidence in 


November and December. We could have said that the 
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changes arising from suggestions made were largely 
counterbalancing, if not completely so, and for this 
reason we would not make any changes. Or we could 

| have said that any changes that were suggested were not 
meaningful in regard to the overall result, which is 


another way of saying the same thing. That was one 


8] alternative. 
9 The other alternative - and we thought this 
r was probably what would be of assistance to the 


Commission {and there were indications in a number 
of places in the record and in instructions that we 
received from the Commission that that would be so) 
having considered the suggestions and in accordance 
with our undertaking to the Commission -- was to make 
the necessary changes if somebody suggested a better 
method or, of course, if somebody brought our attention 
to an error. Accordingly, we undertook to look at these 
various suggestions. 

These suggestions overall have the result 
shown in Exhibit 132, which is a decrease in the 


variable costs of the fraction over one per cent and 


I took the position, in view of the Commission's 


26 | indicating to me that we shoukl work these out, that 


241) we should put them in an exhibit which I would file 
/and, according to the Commission's indications to me, 


29 I would also deal with other suggestions not only from 


the consultants and technical staff of the Commission 
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and the Commission itself. 

If I had adopted the first alternative -- 
that is, not making revisions -- no one would have 
suffered any disability whatsoever because Mr. Frawley 
or Mr. Mauro, Mr. MacKimmie and Mr. Dickson, all 
experienced counsel fully familiar with the way of 
listing information, in accordance with their in- 
structions could then have put the questions to the 
witness that they had been instructed to put by their 
clients and consultants and in accordance with their 
general instructions. 

If these suggestions were such as Mr. 
Stenason or the group that work with him felt were 
appropriate, he would have said, "Yes, that is a 
better method" or "Yes, that is an error, there was 
an inversion of figures." Then these consultants 
for the grain trade or the provinces would have made 
the changes in accordance with Mr. Stenason's acceptance 
and put them forth in their substantive submissions 
to this Commission. In other suggestions Mr. Stenason 
would have disagreed with them, notwithstanding that 
disagreement they would be completely free to make 
those adjustments and put them forward in their sub- 
Stantive cases and attempted to defend them. 

It can be seen, therefore, that the changes 
made in Exhibit 132 were made to assist the Commission 
and counsel for all parties and to make their work 
@asier, not more difficult, and it was for this reason, 


Mr, Chairman, that I rose to say that the cost section 
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of Canadian Pacific and its consultants resented, 
deeply, the suggestions and attitudes that they were 
not cooperating in regard to these suggestions and 
in the revisions that they made. 

Indeed, specifically, Mr. Harter Williams 
(of Messrs. R. L. Banks and Associates) said in Montreal, 
"Can I have the right to go through in detail the 
working papers on your new switching studies?" Answer: 
"Yes." Mr, Harter Williams spent a day. He did not 
complete and he asked us to work with him at night. 
They worked with him at night and he tok extracts 
from these and said he wanted to have that before the 
proceedings in Ottawa started. 

Mr. Saunders, Mr. Banks, Mr. Woodin, Mr. 
Harter Williams, Mr. Borts, Dr. Armstrong and other 
consultants -- I will not go through them all -- knew 
these changes were being made. They knew the points 
of principle that were involved. They knew what we 
were doing. In some cases they knew the numbers; 
in some cases they had already done them themselves, 
in essence, and I say that it is unfortunate, It is 
an understandable situation that men like Mr. Stenason -- 
and it is not just Mr. Stenason but his group associated 
with him, because this was not a one-man job -- would 
Pesat an attitude developed after working on this 
Cost study for many months and trying to assist 
4%) other people in their work and in their understanding 
of it when these expressions of attitude, from wherever 


emanating were not in accordance with the facts or in 
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2) accordance with the cooperative Spirit they have tried 

3] to engender. 

4 In regard to the matter to which Mr. Frawley 

5| specifically spoke, this request to meet with the 

6| maintenance expert could not conveniently be arranged. 

7| There are other pressures in the Canadian Pacific 

8] besides the matters that have been dealt with by 

9|ithis Commission. After all, the Company is in business 
10|and there are deadlines to meet. Some of these deadlines 
lijhave been lost because of the work that has been 

12/done here and that is a normal part of business, but 

13] I did bring the engineer of track to Ottawa with me 
l4/last Sunday, and on my arrival I attempted to eontact 
I5|the Provincial side and did so and said he was available. 
'16/Since that time the points that were in the mind of 

17 Provincial consultants were put to the engineer of 
itrack. This work is underway and I expect that Mr. 
19\Bentham, who is the Engineer of Track, Canadian Pacific, 
20|will be able to answer these questions at the latest 
4ltomorrow morning, possibly late tonight. 


That is the situation as it exists in regard 


Page 12068 follows. 
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MR. FRAWLEY: I am obliged to Mr. Sinclair 
for his very calm statement, and I will only say that 
I am not inclined to enter into recrimination about it 
at all. Let us excuse Mr. Sinclair and Mr. Stenason 
and all of his people for the failure to give this 
exhibit 132 to Mr. Banks. I yestérday, somewhat heatedly, 
thought Mr. Banks, as Mr. Banks, should have been 
supplied with a copy of exhibit number 132. I assume 
my friend, when he handed a copy to me, probably thought, 
"I am giving it to Mr. Banks", and that has been the 
practice, generally speaking. However, I think this 
was quite a different matter. Here was Mr. Banks who had 
been working with Mr. Stenason for a period of months 
and was vitally interested in every decimal change that 
Mr. Stenason might want to make, Let me say in parenthesi 
that I am not questioning the changes that were made; 
that is perfectly all right. Mr. Stenason had good 
reason to make the changes. Let us forget all about 
that. The thing only has one significance now, and that 
is that we want and we must have the working papers 
behind the changes. That is all that that amounts to. 
I think my friend Mr. Sinclair knows that Mr. Banks is 
engaged in a particular kind of work; that is, the 
preparation, with a view to ultimately submitting, his 
own constructive cost study, and he has necessarily 
used in the preparation of his own constructive cost 
study certain C.P.R. numbers. Well, when the numbers 
change, Mr. Banks! allocations and his figures, and pro- 
bably his text, all change, and that is all we mean when 


we say this has thrown us into considerable disorder, and 
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we have to go back and re-=doa lot of work, and we have 
to have the numbers, 

I may as well say now and make my position and 
Mr. Mauro's position clear, we think those could all 
be gathered up into a tidy bundle and sent to Mr. Banks 
in Washington, and we are not anymore to be invited to 
go to Montreal and look at the numbers there, because 
what has happened has changed the situation, I didn't 
expect I would be making that kind of application. I 
simply rose to agree with my friend, "let us have no 
recrimination. Let bygones be bygones." What is the 
Situation now? Very simply, give us the working papers 
and all that goes with them behind the changes in exhibit 
number 132 and we will, much as we dislike from the 
Standpoint of dollars and cents, have Mr. Banks go back 
to Washington and do all of the revisions he must do, 


and it is going to take some time. However, just because 


it was going to take time is not any reason why Mr. 
Stenason should not have made the changes. The changes 
were made, and I assume they were needed to be made. 
The existing fact is that the changes are there and we 
have to assess them, appraise them, and analyze them 
and find out what they do to our work -- because we are 
more concerned with our work than Mr. Stenason's work. 
I am concerned with Mr. Stenason's work this afternoon, 
of course. We simply want the numbers and then certain 
consequences have to follow. 

MR, SINCLAIR: Well, Mr. Chairman, if my friend 
used some words -- I am not going to pick them up or 


analyze his statement. My statement that I made to 


evivedl SN fem a et 


ot pestvitk BA ot srronmgne ton ere ou f 

‘saussod ,okedt eradiasg ent’ sercloot hme $ 

jigto D .mokteuditecgrtt begneds get beneqged Benth 
t .potteetfiqgs to bata Jadd gntdam edt fuow I 
on swat pp det! cbnete® son dgtw songs ody er 
art) SL ¢R4W “abacayd ed-senoayd tod -nod sabmins 


aTaqeq ynbolrow sity ae avig« yloqmia yrev ~ twor no : 
if «= 


sidtixe ot esgnetto ont betded macit dtiw eeog dadt J eae 


adele 


itn ved 


wei mort saiideth’ ow ee dowm Lite ew base sei 
7 ie 
a 


oes ax asin eet _q ova ,attaeo bis etsllob to ! 
ob gout of ahotetved sd% too Lis: ob bne pba 
eauBoed teu, revewoll ,omid’ eimoe exist od Matai | 
aM vow ooweer ynte ton el omts sist - soles " 
segoeio ail eoRmarto sad? ebem over ton biwode ne 
ehe sd ot bebeen otew yous omoses 1 bos ,9D6 

ow fie otrestd eve sognedo oft tedd at tos gnitelx i 
sect saylenes bore .medt eeterqgs ,moit sae2es 0: 
ere ow saneosct ~- strow HO oF ob vert sedw tuo £ 
ven siavonened? .a sent arrow m0 ddiw bers fue 
noonvedts eidt wow e'noesnete . 1M. ridtw besroo 108 
ateteeo ned? bose etedann edt gcene yiqute oW .. a 
- welLot oF ved 


boetet ym Th Lassectado VIM «flew - samen: 
wo qu wert athg - had -r . 


ANGUS, STONEHOUSE & CO. LTD. 12070 
TORONTO, ONTARIO 


the Commission was not asking to be excused for anything. 
Let that be abundantly clear. Secondly, as I said before, 
the working papers would be made available. They will 
be made available from among all other working papers 
in the same way as they have been made available in the 
past and not otherwise. 
THE CHAIRMAN: Well, Mr. Sinclair --- 
MR. SINCLAIR: And I say further, Mr. Chairman, —-- 
MR. FRAWLEY: I want Mr. Mauro here; I am 
sorry. He has got an abiding interest in this thing, 
and he asked me could he be excused. He was sitting 
listening to my cross-examination and thought that was 
very uninteresting and he has a very real interest now 
it has turned into a discussion as to how we are going 
to get it. 
MR. SINCLAIR: I can say further that the 
way they have been available is a proper way and has 
satisfied a great many people. If it has not satisfied 
all people, it has certainly satisfied a very large 


4 


majority, and I understand Mr. Armstrong is asking to 
see Mr. Stenason -- he told me this -~ tonight, that 
is all I have to say about that. 

THE CHAIRMAN: Well, I had hoped that bearing 
in mind the tone of both Mr. Frawley and Mr. Sinclair -~ and 
voices not were raised in either case -- that it was 
a very happy augur, and we were going to get the thing 
finally wound up without further trouble. 

I understand, Mr. Sinclair, that there is 


a meeting at 4:30 of Mr. Stenason and Mr. Armstrong. 


MR. SINCLAIR: Sometime after court adjourns. 
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THE CHAIRMAN: Yes. In the meantime, after 
three weeks of steady sitting, naturally there was a 
chance of nerves of becoming a bit frayed, and then 
there is always a chance, as I know from long experience 
in the courts, of unfortunate things happening, and 
probably it would have been better if exhibit number 
132 had been submitted earlier to Mr. Banks. However, 
that is all under the bridge now and all over with, 
and we will see if we can proceed from there, After all, 
we want to deal with this thing as a Royal Commission, 
as men of good will, and we so regard all of you, as 
men of good will, working with us and trying to do that 
which is in the best interests of our common country. 

MR. SINCLAIR: Very well, Mr. Chairman. 

THE CHAIRMAN: Go ahead, Mr. Frawley. 

MR. FRAWLEY: Q. Mr. Stenason, probably as 
a result of what happened just before we adjourned, I 
am going to take another run at that question I was 
putting to you. 

A. Fine, 

Q. Assuming that the size related costs 
can be shown to be less than you have computed them -- 
and I am only asking you to assume that -- would it not 
then be true in the picture of total cost assignable 
to grain, what was formerly $2,383.00 (your new figure) 
of variable cost would become roughly $357.00 -- again, 
a new figure -- of constant cost? 

A. I am afraid I didn't follow your figures. 

Q. Well, the figure of 2383 you find on 


exhibit 67, line 14, column 5, and I understand 2353 is 
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now the figure which is the total cost assignable to 
grain? 

A. Yes. 

Q. Now, I am merely putting to you that if 
some of the solely related lines dropped out of that 
category and dropped into not solely related lines, 
then such a line would not be asked to bear 100 per cent 
of variable cost, but would only be asked to bear 15 
per cent of constant cost? That is what I am putting 
to you, and that is true, isn't it? 

A. Yes, that is the way the numbers would 
work out. 

Q. So, I am saying no more to you than putting 
it to you again that if size related costs could be 
shown to be less than you have computed them, then, 
for the reason that grain is asked to bear only 15 per 
cent of constant cost as against 100 per cent of variable 
cost, then the figure of total cost assignable of 
$2,383.00 of variable cost would become roughly $357.00 
of constant cost? 

A, Oh, I see: you are taking 15 per cent 
of the 2383? 

Q. That is right. 

A. Yes. 

Q. Now, a further discussion of that: 
would this change not be of this order, which is just 
probably putting the same to you another way: your variable 
cost figure of $2,383.00 per track mile, which you will 
find, as I have said a moment ago, in exhibit 67, line 


14, column 5, would become $357.00 of constant cost; 
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that is to say, 15 per cent of 2383, the figure which 
you will find on exhibit 70, line 12, column 5? That 
is, as I say, just putting to you what I put to you 

a moment ago; is that right? 

A. Les. 

Q. Now, is it not true that the unit cost 
co-efficients used in exhibits 63 to 66 inclusive apply 
with equal validity to grain and other types of freight 
traffic? 

A. No, that is not correct, Mr. Frawley. 

Q. That is not correct. Well then, what 
methods did you use - and I would refer especially to 
the figure of $1,170,000.00 in exhibit 67, line 21, 
column 4 -- $1,170,000. 00? If you say that my statement 
to you is not correct, then please tell me what methods 
you did use to arrive at $1,170,000. 00? 

A, Well, are you referring -=- your first 
question, I thought, turned on whether all of the co= 
efficients or all of the units costs in statements 63/4/5 
and 6 were applicable to all traffic. Now, that an 
not correct because of such things as fuel and crew 
wages which are on a train run basis, and various other 
unit costs which are reflected here, including grain 
doors. 

Q. Could you answer my question leaving 
fuel and crew wages aside, and then, will you tell me 
Whether it is not true that the unit cost co-efficients 
used in those exhibits apply with equal validity to 
grain and other types of freight traffic? 


A. The variable cost co-efficients would. 
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1 Q. The variable cost co-efficients. My 


2| words were, the unit cost co-efficients? 


3 A. Well, the unit co-efficients of variable 
4| cost. 

5 MR. CUMMING: Is there a difference? 

6 MR. STENASON: Well, yes; the average cost 


7| may be higher than the unit variable cost. 


8 THE CHAIRMAN: Did you hear that Mr. Frawley? 
9 MR. FRAWLEY: No, I did not, sir. 
10 MR. STENASON: I said, there was a difference, 


1i/ in answer to a question of Mr. Cumming, and that was that 
12| the average cost would be higher than the unit variable 
13] cost. 

14 MR, FRAWLEY: Q. Well, would you answer 

15| me this: if new numbers were required for the reasons 
16| you have given in exhibit number 132 why was the figure 
17 of $1,170,000.00 needed? You see, there was no change 
18| in the figure $1,170,000.00. 

19 A. Yes, that is correct. I had a look at 

20/ a number of these unit costs which did change, and the 
21| change was so small that I did not make an adjustment. 
22| Now, again, I could only test the effect of the change 
23] and it would certainly not have a significant effect 

44! on the $1,170,000.00. 

25 Q. I suppose you would agree it is a case, 


%6| again, of just some loss of precision? 


i A, Well, it was a matter of having to spend 
| 

28) some very considerable time reworking a number of these 

29 | 


branch line studies, and the amount involved would be 
OY! extremely small. If you like we could attempt to make an 
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Q. I simply put it to you, you have been 


quite a frank witness, it really means some loss in 


precision. 


A, A very tiny loss indeed. 


Q. You are determined to qualify it and 


minimize it as much as possible but I say it is some 
boss of precision, is it not? 
A. There is a small loss of precision, 


if I thought it was a large amount as a result of the 


tests I would say so. 


Q. If you love minutiae, you stick to it. 


Now, Mr. Stenason, will you look at Exhibit 
ten days ago it was valid to assume by your 
the cost of money for investment in freight 


- 


related to car miles, Looking 2t page 6, if 


ees 


Unc 


methods that 


cars Was 


you 


- 


look at 


page 6 of Exhibit 132, item 19, cost of money, you 


see there quite plainly that you have restated it from 


a car mile, car day basis to a car mile basis? 


A. Tt was restated from a car mile 


Q. To a car day basis? 


w 


basis. 


A. To @.car day basis. This change arose 


from the work of our own consultants when it was brought 


to my attention that the practice in the United 


was to treat car investment on the basis of car 


since this was a better measure of availability 


investment rather that car miles. 


Q. Have you got anything further to 


States 


say by Ww 


of explaining how the change in the advocation of the 


cost of money to determine cost would change in your 


philosophy or to warrant the changing from a distance 
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basis to a time basis? 
AS Well, the factor I have just mentioned 
because we believe it was brought to our attention by 
our consultants that this was a better way of rer ileécting 
the cost of money. 
Q. Very well. Now, will you look at page 
{ of Exhibit 132 where again you indicate a change in your 
methods when you say: 
"Accordingly a new procedure was applied by which 
constant costs were derived from total railway 
operating expense on variable costs, passenger and | 
freight." 
Mr. Stenason, will you be good enough to 
detail for me the new procedure to which you refer there? 
A. Yes, that is contained in one of the 
revised statements that we provided yesterday, it is 
Exhibit No. 69 revised and I think the steps are set out 
there. We have on it the system railway operating 
expenses in 1958, deductions of the total freight 
variable expense, passenger variable expense, income 
tax, accounts 237, 241 and 265 which are special accounts, 
they are wharves, grain elevators and other structures. 
We have also deducted the size related costs which are 
part of the constant and from that we have arrived at 
the system constant expense in so far as the constant 
operation of the expenses is concerned, cost of money 
is also shown. 
Q. Would you mind telling me how that 
differed from what you did before? 


Bs What we did before was take the constant 
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in the regression equation which, in my case, was based 
on 27 divisions, and extend that constant on the basis 
of the total number of divisions on the system to reflec 
the system operating expenses. Now, when you come to 
such items of expense as station expense where you tend 
to have a greater amount of expense in the terminal 
divisions, and the terminal divisions have heen excluded 
from the analysis, that procedure of arriving at system 
costs and expense based on the constant in the regressio 
equation underestimates the total expense in the account 
e the system. 

Q. Now,still at page 7 of Exhibit 132 you 
refer there to the revision of miles an eae Vo rer lect 
miles of track maintained rather than operated and 
eliminated joint section mileage. Would you give me th 
miles of track maintained? Have you got that figure? 

A; I have to add back the solely related, 

I can give it to you in a minute. Aap ee: eric ye dy ger 

Q. Would you give me the number of miles 
of track operated? 

A. oh 202.9. That was in 1958. This figur 
of miles of track maintained was based on the average 
of the three years, there is a minor difference. 

| Q. 24,202.97 

A. Yes. 

Q. Will you give me the joint section mileage? 

MR. SINCLAIR: Surely you have got them 
because you have the same report. If you have the 
figure, why not put it to him and ast him if it is 


correct. You have the same report that he is reading 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 12081 
TORONTO, ONTARIO (Fraw ley ) 


from and we are just turning up the same documents here. 
feueeare Working Prom the annual report to D.°B. S., 
Board of Transport. 

MR. FRAWLEY: I do not know. Bry pane tai ry 
Tam just asking for the joint section mileage. 

MR. SINCLAIR: I think there is a shorter 
Way to do this. 

THE WITNESS: I think I have the figure here, 
tracks operated under trackage rights, 775.2. 

MR. FRAWLEY: Q. Is this joint section 
mileage the same as miles of track operated under joint 
trackage rights? 

A. Yes,-my information. is it 1a the same. 

Q. Let me put this to you, do you mean when 
you use that expression, miles of track, on which joint 
facilities -- for instance, where the Canadian Pacific 
operate over Canadian National trackage? 

ip This 775.2 miles would be trackage over 
which Canadian Pacific operates but it does not maintain 
the trackage. The trackage could be maintained by 
Canadian National or whatever road was involved. 

Q. For example, does this eliminate the 
trackage from Mattawamkeg to Vanceboro over the Maine 
Central? 

. BENTHAM: It does not include that track. 


FRAWLEY: That track is not eliminated? 


55 5 


. BENTHAM: No. 
MR. SINCLAIR: Mr. Bentham is the engineer 


Of track for Canadian Pacific. 


VR. BENTHAM: What I mean by that is, the 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 12082 


TORONTO. ONTARIO (Frawley) 
4 
2 figures given by Mr. Stenason do not include the joint 
3 section mileage. That is, the miles of track maintaine 
4 figures do not include the joint section mileage. 
: MR. FRAWLEY: Does that include the trackage 
from Toby to Northway? 
P MR. BENTHAM: No, sir, that would be included 
: in miles of track operated but not in miles of track 
8 maintained. 
9 MR. FRAWLEY: And in the expression joint 
10 section mileage in Exhibit 132. And, would you mind, 
11 in view of that answer, being a little more specific 
2 and tell us what the expression "Joint Section Mileage" 
1B comprises? 
MR. BENTHAM: Joint trackage there, 
rs Mr. Frawley, is trackage which is jointly owned by the 
» two railway companies, it is not exclusively owned by 
16 one railway company or the other company. 
17 MR. FRAWLEY: You must have some examples of 


18 that which might help to clarify it. 


19 COMMISSIONER MANN: Would the T.. Ht & 3. 
0 be in that? 
iy MR. SINCLAIR: No. 
THE CHAIRMAN: Northern Alberta? 
: MR. BENTHAM: No, that is a separate company. 
: THE WITNESS: Those are separate corporations 
a4 Bair. The run from Rosedale to Trefoil in Alberta is 
a] an example of that. I think that constitutes the 


2%6|° major portion of joint trackage on Canadian Pacific. 
27) MR. FRAWLEY: You say from Rosedale to 


| Trefoil? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 12083 
TORONTO, ONTARIO (Frawley) 

1 

2 MR. BENTHAM: That is right. 

3 MR. FRAWLEY: That is just a very few miles, 

4 MR. BENTHAM: Well, there are very few miles 
of joint trackage on Canadian Pacific, Now, I think 
maybe there was a little misunderstanding before; that 

? 775 miles which Mr. Stenason gave you was not what we 

7 are now referring to as joint trackage, that is trackage 

8 over which the Canadian Pacific has running rights. 

9 MR, FRAWLEY: Mr. Bentham, I am really con- 

10 cerned with ndvahcleshe clarification of the words 

1 "Joint Section Mileage" which have been eliminated; 
page 7 of Exhibit 132 states that and that is what I 

4 am concerned with. As a matter of fact, if it would 

; not be too much trouble, a complete breakdown of the 

14 (15.2 Would: ciear,itoalli up. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO aeescet or 12084 
ey 


MR. BENTHAM: And the mileage which is con- 
tained in the 775.2. 


Q. That is all we know. It is just joint 


section mileage, 775.2. Now, it seems to me, Mr. Benthdm 


you are qualifying that and explaining it to some ex- 
tent. | 

MR. BENTHAM: Yes. A breakdown of that 
can bé,given to you, sir. 

Q. I am only suggesting it because, frankly 
I think that just indicates the difficulty of reconcil- 
ing this language. Let me put one more thing to 
Mr. Stenason or Mr. Bentham. You said a moment ago you 
had 23,427.7 miles of track maintained, and you said 
that was a three-year average and you said the miles of 
track operated were 24,202.9, which was a 1958 actual. 
So the miles used in the statement couldn't be reconcile 
it would be very difficult to reconcile the return 
you make to D. Brus. 

MR. STENASON: I am sorry, Mr. Frawley, if I 
misled you. Both figures were 1958. I was wrong. 

MR. BENTHAM: That is repa’ted in the 
D. B. S. report and are reconcil@ble with that document 

Q. Now, Mr. Stenason, will you go to the 
joint submission, exhibit 45, paragraph 81. 

A. Yes, I have that, Mr. Frawley. 

Q. Now, this is a very short paragraph whic 
Simply says: 

"The railways! decision is that the problem of 
matching revenue with the variable expense of 


operating passenger trains is a managerial one. 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 12085 
TORONTO, ONTARIO (Fraw ley) 


"Therefore, the passenger deficit has not been 
taken into account in considering the total cost 
of moving the study traffic." 

In the same context you might want to look at 
your own statement, your own cost study statement at 
page 22, and that is a paragraph of about the same 
size: 

"The railways! position is that the problem of 
matching revenue with the variable expense of 
operating passenger trains is a managerial one. 
Passenger traffie is incremental traffic. 
Therefore, the passenger deficit has not been 
taken into account in considering the total cost 
of moving the study traffic." 

Now, will you tell me this, Mr. Stenason? 
What I might call the July submission -- does it show 
anything of the constant cost of passenger? 

A. What do you mean by the constant cost of 
passenger? 

Q. Will it show anything about the constant 
cost of operating passenger? 

A. I don't really know what you mean. 

Q. If I use the word "fixed" costs, would 
that be more helpful to you? | 

A, No. What expenses do you have in mind? 
Are you talking about specific categories of expenses? 

Q. Yes, I am talking about such expenses 
as the constant portion of the president's salary, 


for instance. 


A. The treatment of traffic general expenses 
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ANGUS, STONEHOUSE & CO. LTD. ey OQ 
TORONTO, ONTARIO Reve 187) ex. 12086 


-- and this is where the general expenses are involved 
-- are separated between passenger and freight service 
on the basis of an estimate of avoidable cost of passen- 
mer service. Now, that particular special study is 
eee on an analysis of duties in a number of ow 
offices, clerical duties, as between passenger and 
freight service, and the overhead expenses, the general 
offices, were based on the dollars of clerical. 

The dollars of clerical were the larger of the two. 

Q. And that assumes that overhead expenses 
are completely variable? 

A. It assumes that overhead expenses are 
as variable as total operating expenses. 

Q. You told Mr. MacKimmie yesterday that 
freight bears all the constant costs and that passenger 
Should not bear any constant cost. That is what you 
said yesterday. 

A. Yes. 

Q. Ana’ i put it to you that that is 4 double 
Standard of costing? 

A, In what way? 

Q. I put it to you that that is a more 
strict costing of grain than of the other allegedly 
deficit traffic, namely, passenger. 

A. What do you mean by "more strict costing" 

Q. You are putting more cost on grain than 
on passenger, the kind I am speaking of? 

A. No, I wouldn't say so. Oh, in so far 
as the constant portion of these expenses is applied 


against freight, and in so far as grain is part of tota 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 12087 
TORONTO, ONTARIO (Fraw ley ) 


freight, that is correct, yes. 

Q. I put it to you that the president's 
salary, using that only as an example, part of that is 
regarded as a constant cost? 

A. Yes, that is correct, and it is so regarded 
in the study. 

Q. And I put it to you that none of it is 
assigned to passenger and that all of it is assigned 
Leon,treight? 

A. tnat.is.correct, the constant portion 
only. 

Q. Now, Mr. Stenason, will you, just for 
confirmation of a few figures, look at your revised 
exhibit 69, and will you obi at the fifth number in 
the right-hand column, and that number is $3,419,981? 

A. ves. 

Q. Now, does that figure not include the 
constant portion of the president's salary which is 
chargeable to grain? 

A. It is a portion of it; it is the constant 
portion. It would be included. 

Q. It includes the constant portion of the 
president's salary which is charged to grain? 

A. Tes. 

Q. Now, still looking at Exhibit 69 revised, 
there is a figure there of $230,807,573. Now, that 
is the total system freight variable expenses? 

A. Oks. 

Q. Now, I ask you a question: Is this figur 


explained by your revised working paper 35? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 12088 
TORONTO, ONTARIO (Fr aw ley ) 


Ae 6XSS,ydb degr sir: 

Q. Could you let me have that revised ah? 

A. At this moment? 

Q. Yes, if you would be so kind. 

MR. SINCLAIR: Do you want the witness to 
have it or do you want it? 

MR. FRAWLEY: On, I. would like to heave. iG. 

Q. Now, Mr. Stenason, your Exhibit 69 shows 
that you used 15 per cent to arrive at the portion of 
system total constant cost which should be borne by 
grain? 

A. Leet Ul perucent. 

Q.. You obtained that 15 per cent by relating 
grain variable cost to total system freight variable 
cost? 

A, Weesebhnat is correct. 

Q. And you excluded total system passenger 
variable cost in your computation to get your percentage? 

A. No, not to get the percentage. The 
percentage was arrived at directly by computing the 
variable system operating expenses, the grain freight 
operating expenses, excluding solely related and just 
taking a ratio of one to the other. The total constant 
Was arrived at by excluding the variable passenger 
as well as the freight variable. 

oh. 
:° Q. Does what you have done in Exhibit 69 
revised constitute a change from what you did before? 

Fit IOs. 8 1. 

Oe LB AG identical to what you did in 69 


before it was revised? 
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A. Do you mean were the procedures the same? 
The procedure was to distribute the constant cost in 
the ratio that grain variable was to freight variable. 


The principle was the same. 
rs L 


Q. Mr. Stenason, how could you distribute 
constant cost on the ratio between grain variable and 
total freight variable without excluding passenger? 

A. Well, passenger is automatically excluded 
from the way in which the numbers are developed. 

Q. la it not true that the net effect of 
your method, exclusion of passenger variable, is to make 
grain appear to be more costly and passenger less costly 

A. No, I don't say that at all -- only in so 
far as a portion of the constant is not allocated agains 
the passenger service, 

Q. What you have done is to measure the 
deficiency on grain on a full cost basis, whereas the 
passenger deficit will be measured on an out-of-pocket 
basis. 

A. Our treatment of the passenger deficit 
will not include any element of the constant cost. 

Q. It will be measured on an out-of-pocket 
basis? 

As Essentially on an out-of-pocket basis. 

Q. You say essentially. Is that a word 
of qualification,or do you feel you simply cannot accept 
my suggestion that your passenger deficit will be measured 
on an out-of-pocket basis? 


MR. SINCLAIR: What does counsel mean by 
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"out-of-pocket basis"? 

Q. I suggest that the use I am putting it to 
you is the Same use that the I. C. C. puts it? 

MR. SINCLAIR: What use is that? 

MR. FRAWLEY: My friend is not cross-examinin 
me. 

MR. SINCLAIR: No, but it is my duty to under 
stand the question. 

THE CHAIRMAN: We will have a five-minute 


recess. 


---Short recess. 


(Page 12094 follows) 
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GUS, STONEHOUSE & CO. LTD. 
al TORONTO, ONTARIO Stenason Cr-@x 12094 
(Frawley) 


Q. On Page 26 of Exhibit 45, the Joint 
Submission, there is a paragraph which I will read 
to you, paragraph 82. 
"The method used to apportion the constant 
cost is to pro-rate the constant expense to 
each segment of freight traffic on the basis 
that that segment of variable cost is to total 
freight variable cost." 
Can you tell me whether or not that is the 
way the railway prices its agreed charges? 
A. As I mentioned this morning to counsel 
for British Columbia, there are two respects in 
which the treatment of constant in the grain study 
differs from that in studies that we do for the Traffic 
Department. We include the variable passenger deficit 
and we also apportion the constant costs on a 
ton and ton mile basis in respect to our everyday cost 
studies, 
Q. I put it to you, Mr. Stenason, that 
if you make grain pay, or if you propose to make 
grain pay 100 per cent of variable and 15 per cent 
of constant, you have a more rigid pricing for grain 
than you have for agreed charges? 
A. What do you mean by "more rigid’? 
Q. I put it to you that your agreed charges 
Will meet the standards required by returning to you 
all of the out-of-pocket -- which I might call "Variable" 4- 
Plus some portion, however,small, of constant. Is 


that not the standard which you understand must be 
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(Frawley ) 


applied to make an agreed charge a valid agreed 
charge? 

A. When we do studies for the Traffic 
Department we report to them the variable and full 
cost, the pricing is done by the Traffic Department 
in Canadian Pacific. The extent to which agreed 
charges or some agreed charges may be based upon 
variable costs or total cost or more than total cost 
or somewhere between variable and total cost, is 
something to which I cannot speak. 

Q. Before you hide behind this pretense - 
and I use the word "pretense" in its very proper sense --- 

A. It is not pretense; I simply do not know 
the way in which the Traffic Department does it. 

Q. Stay with me a moment and let us see 
if we cannot work something out. You must be aware 
that when a competitive rate is challenged or when 
an agreed charge is challenged the test applied is 
that it must primarily be sufficient to return the 
out-of-pocket or, if you will let me use the phrase, 
though it is not so exact, variable cost? 

A. That is correct. 

Q. It is correct? That is, it must go 
further; it must also return some portion of the cost 
|that is sometimes called the overhead cost? 

A. You may know more about law here than 
ji do. I am not that familiar with it. 

THE CHAIRMAN: What you say is that the amount 


lof constant cost is not determined by you, you just give 
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2| the figures and then the Traffic Division determine 


3] that? 
4 A. Yes, that is correct. 
5 MR. FRAWLWY: I simply put it to you -- and 


6] I will not explore that any further because it is 

7| probably valid on your part to stay in the cost section 
8] and not to proceed to know all about the pricing. of 

9| transportation -- that if you are seeking to have 

10| export grain pay 100 per cent of variable plus 20 

11} per cent of constant, you are necessarily applying 

12| a more rigid pricing policy than your Traffic Department 
13| follows when they are pricing competitive rates 

14] under agreed charges. 

15 A. Grain is of a different characteristic 


16| than normal competitive rates or agreed charge 


17|| traffic. 
18 Q. Your normal competitive rate? 
19 A. When you are dealing with a category 


20| of traffic which makes up 40 per cent, 43 per cent 
21| total volume moving in the Prairie Pacific Region, 
22) 23 per cent in the system, you are dealing with far 
23) different a situation than when you are dealing with 
a4) an agreed charge covering the movement of, perhaps, 
%| 100 cars of steel and pipe from Eastern to Western 


26| Canada. 


48) 1 want it quite clearly on the record of this Commission 
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. Q. I simply wanted to be quite clear. 
| * 
= you are quite content and you feel you can justify 
| 


| asking grain moving in Western Canada to export positions 
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(Frawley ) 


to pay 100 per cent of variable cost and 20 per cent 

of constant cost as against a rate that will move a 

highly valued manufactured commodity on an agreed 

charge for a total of out-lf-pocket cost plus some 

small pe not 20 per cent, but smaller -- per cent of 
constant cost. If that is the result, that is a perfectly 
fair situation you say? 

A. This involves an assumption on your 
part that agreed charges bear only a small portion 
of constant cost. I do not know that to be a fact. 

Q. It would be futile for me and you to 
argue back and forth on the test the Board has applied 
in cases, and I do not want to get into that for a 
moment. For the sake of my question I just ask you 
to assume that it is the test applied, and I simply 


put it to you that you must agree with me, for 


| reasons you advance properly , but you must agree with 


me that you are asking grain moving to export 

‘positions in Western Canada to pay on a more rigid 
basis than the agreed charges that have been negotiated, 
may be required to be negotiated -- there is a whole 
World of considerations, bué I am looking at the end 
result. Now you say, "Well that is the situation, 

Mr. Frawley" and ---- 


A. Again, Mr. Frawley, I just do not know 
| the extent to which agreed charges reflect total cost 


or variables. 
Q. That is right. You mst leave it there 


| 
| 
because you are quite right when you said I was 
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basing my question on an assumption. However, if 
the assumption is valid, then I take it the conclusion 
is equally valid. I do not have to be a classical 
economist to come to that conclusion. 
A. I admire the classical economists. 
Q. I want to read something to you from the 
Canadian National's submission. I suppose you will not 
mind my doing that. 
MR. SINCLAIR: On grain? 
MR. FRAWLEY: The cost study, Page 31, on 
grain. 
Q. Then you will see by the heading "Yard 
Switchmen", 
"Only that portion of yard switchmen expense 
which occurred at the Lakehead where it is 
directly related to the operation of the 
hump switching of grain, was included in 
the variable cost. This expense at the 
Lakehead in 1958 was $19,504.00." 
What did Canadian Pacific do, Mr. Stenason? 
A. On yard switchmen expenses? 
Q@. Yes. I asked you to tell me what you 
did with the item "yard switchmen expenses’? 
A. Insofar as yard expenses are concerned, 
Mr, Frawley, we secured the expenses in each division 
for yard switchmen, yard locomotives, fuel and power 
and applied a regression analysis using independent 
variable yard switching miles. This was tested 


for goodness of fit in Western Canada against the 
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actual expense, 

Q. Can you tell me what it threw on grain? 

A. For what? Total yard expenses? 

Q. Did it throw more or less on grain? 

MR. SINCLAIR: Are you asking only with regard 
to yard switchmen at Fort William? 

MR. FRAWLEY: You see what the Canadian 
National says, Mr. Sinclair, “Only that portion of 
yard switchmen expense which occurred at the Lakehead 
was included in the variable cost." If I read that 
right that is the only yard switchmen expense that 
was put upon the variable cost by Canadian National. 
That is the way we read it. 

MR. SINCLAIR: I do not know, Mr. Chairman. 
I would read it a little differently. I would say that 
what that means would be -- Mr. Bandeen is here, but 
I will make a suggestion -- a type of switchman that 
is assigned as an extra switchman in the yard naving 
to do with the movement of grain in the Pacific Terminal. 

MR. FRAWLEY: We simply want to know; we 
re subject to error and correction. 

MR. SINCLAIR: I am told that is right. 

THE CHAIRMAN: Perhaps Mr. Bandeen can clear 
t up now. 

MR, BANDEEN: I am informed it is a switch 
ender referred to here and we have them at the Lakehead 
connection with the switch yard. 

MR. STENASON: In classification of the accounts 


he following. description appears. 
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MR. FRAWLEY: 379? 

Pum eso 
"This will include the pay of employees in 
yards where regular switching service is 
maintained who are engaged in the operation of 
yard switches and signals, including interlockers, 
used solely and principally for the government 
of all movement of locomotives and trains 
between the main and yard tracks, movement of 
locomotives between yard tracks and engine 
house and yard switching movements." 


This is a relatively large account. Of course, 


Q. If you would not mind, I will interrupt 
pnd ask Mr. Bandeen something just to clarify. 


Mr. Bandeen, looking at account 379, you 


MR. BANDEEN: I do not have a classification. 
21 


MR. FRAWLEY: A moment ago you said something 


2 bpout Switch tenders, did you not? 


4 MR. BANDEEN: Yes, they are at the Lakehead. 
Q. Would you mind repeating what it was you 
paid. It is just a matter of clearing this up for us, 
ir, Bandeen, 

MR. BANDEEN: Yes. You will notice under 
|@ccount 379 that there is a list of employees, and the 


|SWitch tender is the one we are referring to here. 


{48 I understand it we only have them at the Lakehead 
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in the western region and they are only in connection 
with the hump yard which is operated there. As T 
explained, it is only operated for grain. 

Q. How about the other employees you see 
listed there? There are ten kinds of employees there, 

MR. STENASON: While Mr. Bandeen is looking 
up the answer, we find we have a cost included of 
approximately $50,000.00. This is applying overall 
proportion -- it is only a rough estimate. 

Q. You have a figure of what? 

A. Approximately $50,000.00, but this is 
very rough. 

MR. BANDEEN: We have checked them; we have not 
put any other expenditures that occur in the account 
379 against the grain in the western region. 

MR. FRAWLEY: That is really what you said on 
Page Si. 

MR. BANDEEN: Yes. 

MR. FRAWLEY: That is what we thought you said, 
and for a moment there was just a little confusion. 

Q. Now Mr. -Stenason, my question is still the 
Same. What did Canadian Pacific do and why? 

A. Canadian Pacific developed a regression 
analysis on yard expenses which include ail of 
account 379 and, again just reading from the classi- 
fication of accounts: 

"This will include the pay of employees in 
yards where regular switching service is 


maintained who are engaged in the operation of 
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TORONTO. ONTARIO (Frawley) 
2 yard switches and signals, including interlockers, 
3 used solely and principally for the government 

4 of all movement of locomotives and trains 

5 between the main and yard tracks, movement of 

6 locometives between yard tracks and engine 

7 house and yard switching movements." 

8 Of course this is a normal operation of a 


9| yard, and some of this expense would have been involved 
10| in the movement of the study traffic. 
ii Q. I suggest that you, having had resort 
12| to your sophisticated multiple regression procedure, 
13|| come up with an expense of more than double the 
14) Canadian National expense for yard swithcmen cost 
15] on the export grain. That is what it looks like. 

A. I feel this is a valid treatment of the 
expense. 

Q@. I am sure you do. I just want to get 
the yard switchmen cost down to the irreducible 
minimum. 

MR. SINCLAIR: I do not know about that comment. 
I do not know how many days, and I do not know whether 
Mr. Frawley does, they use the hump yard on Canadian 
National for the movement of grain or how many switch 
tenders they had on the hump, how many bushels they 
put over the hump, and a lot of matters like that 
which he should know before he can say “I want to 
get it down because it happens to be three times 
higher"; maybe three times more traffic was moved, 


I do not know. 
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TORONTO, ONTARIO Stenason Cr ,-@xX 
(Frawley ) 
1 
2 MR. FRAWLEY: It sounds as though my friend 


3] is giving some evidence on behalf of Canadian National. 
4 MR. SINCLAIR: I am just saying that you are 

5| putting to this witness questions which I do not 

6| think are fair. 

7 MR. FRAWLEY: I have too much to do and too 

8] little time in which to do it to get into a side 

9] argument of this kind. We simply have $5,000.00 

10| applied to here for yard switchmen for export 

1l| grain and you say $19,000.00 is applied to Canadian 

12| National for yard switchmen for export grain, and 


13] that is just what I am going to deal with. 


Page 12104 follows. 
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A, I would like to point out also that 
Canadian Pacific has a good deal more yard work than 
does Canadian National in connection with grain and 
grain products for two reasons: first of all, we have 
a greater volume and, secondly, we have much more milling 
in transit work which has a higher Switching content. 

Q. Would you venture an opinion as to whether 
it is 100 per cent more? 

A. Well, you have to weight in the milling- 
| in-transit here, which I haven't done, before I can 
make any conclusion, 

Q. You would not venture an opinion as to 
whether it would work out on a ratio of LY Go 55? 

A. Another reason is that Canadian Pacific 
has three hump yards in western Canada as compared with 
One for Canadian National, 

Q. Where are the three hump yards for the 
Canadian Pacific? 

A. Calgary, Winnipeg and Fort William. 

Q. Would you mind going to the matter of 
freight loss and damage, and I find by consulting the 
Canadian National cost study, Mr. Bandeens statement 
-- this is page 33: Mr. Bandeensays to the Commission 
a4) the freight claims - $131,610.00 paid for study traffic 
during 1958 was obtained by adjusting the total grain 
Claims so as to allow for claims pertaining to domestic 
grain. So, the Canadian National is seeking to put upon 
Srain moving to export positions in western Canada 
$131,610.00. Is that the way you would read that? 


A. Yes, sir. 
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Q. And I put it to you that if you look at 
2| your revised exhibit number 65, line 31, column 10, 

3] that you are putting upon export grain, under the 

4/ heading of Freight Lossand Damage, the sum of $315,205.00? 
5 : Ri That is correct, 

6 MR. SINCLAIR: Mr, Chairman, I think that my 
7| friend Mr. Frawley should advise the witness if the 

8| investigations made by his consultants == that the same 
9| items are in the headings. Is he comparing like with 
10| like? We have a witness in the box who dealt the 

11| Canedian Pacific Study. There is another witness who 
12| dealt with the Canadian National study, but Mr. Frawley 


13 has dealt with both. 


14 THE CHAIRMAN: Are you comparing like with 
15 like? 
16 MR, FRAWLEY: I am simply putting to the 


17 witness whether or not the statement that he is making 
18] is exhibit 65 -- I am quite certain it is a correct 

19| statement ~~ amounts to the fact that you are seeking 
20 to allocate, and you have allocated for you cost 

21| purposes, @iloss and damage item of $315,205.00 -= and, 
2| so far so good; that is correct, isn't it? 

23 A, That is correct. 

24 Q. That is correct. The witness is saying 
3! it is correct. What Mr, Sinclair is saying I don't 

26) know, and I couldn't care less. 

27] MR. SINCLAIR: Mr. Chairman, it is in evidence 
%8| this was direct cost. 


| 


a THE CHAIRMAN: Did you use the same basis in 


wv. this connection as Mr, Bandeen? 
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1 MR, STENASON: I am not certain as to Mr, 
2| Bandeen’s basis, but our procedure was as follows: we 
3| have segregated in the expenses of the company the 
4/ loss and damage for each category of traffic. We develope 
5| from this statement the loss of damage on grain. We 
6] separated this loss and damage on grain figured between 
7| domestic grain and western Canadian statutory and related 
8| grain in western Canada and grain in eastern Canada, 
9] and consequently, our figure is the best estimate we 
10 have as to the loss and damage expense on statutory 
11/ and related grain taken directly out of the basic reocrds 
12) of the company, 
13 THE CHATRMAN: To clear that up, Mr. Bandeen, 
14) is that the same measure you used? 
15 MR, BANDEEN: No, we did a slightly different 
16] measure, Ours are the actual loss and damage claims 
17 paid, and we have none of the clerical or what you might 
18 call overhead expense included in this, In other words, 
19| there is an office and clerical expense attached to the 
20| freight claims department and we have allocated none of 


21, this to grain because we were unable to separate it 


from the other claims. mo, this is the minimum or the 
actual payments. 
COMMISSTONER GOBEIL: Should it not have been? 
MR. BANDEEN: If we had had any way of doing 
it, we would have done it. 
MR. FRAWLEY: Q. Mr. Stenason, if you take 
20 per cent off for your overhead and clerical cost that 
|Mr. Bandeen has been talking about, what would that leave 


our $315,000, 00? 
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A. Well, one fifth of $300,000.00 ig 
2| $64,000.00, and that would come down to about $250,000.00 


3 


3] approximately. 

4 Q. After that very rough piece of arithmetic, 
5] we have the Canadian Pacific charging against export 

6] grain in western Canada $250,000.00, and Mr. Bandeen 

7, $131, 000. 00? 

8 A, You do not have the Canadian Pacific 

9| charging $250,000.00. ‘The Canadian Pacific is charging 
10| the amount of loss and damage on statutory grain including 
1i| the clerical expenses which were necessary to handle 

12) the processing of the claims. 

13 Qo You are charging the actual amounts paid 
14) out under this item plus an administration item, or 

15| whatever you want to call it, to cover the cost of 


16] handling the claims? 


17 A. That is correct. 
18 Q. All right. I am simply putting it to 
19| you, what would that amount to ~~ this clerical cost 


20| of handling the claims? 

Zt A, 23.8 per cent. 

22 Q. So, if you take 23.8 per cent off; in 
3 other words, what about 77 per cent of $315,000.00? 
24 A. That is $242,000.00. 

25 Q. All right, can we compare $242,000.00 
By cesinst the Canadian National's $131,610.00? 


| 
27 | A, The two would be comparable. 


* Q. Yes. Can you explain the difference? 
2) A. One part of this difference could be 


| 


0) related to the greater volume of grain which Canadian 
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Pacific handles and the difference here is another 

20 per cent; another part of it might be explained by 
the greater volume of milling in transit traffic handled 
by Canadian Pacific in which I suspect the loss claims 
would be higher since it is a more valuable product. 
But, again, these are the dollars in our accounts. 

a. Now, Mr. Stenason, will you please [2X0] 
to another matter. I understand that you used your 
western Canadian and eastern Canadian experience to 
)| develop the degree of variability of cost attaching 
to grain? 

Ay Well, in so far as the regression 
| analyses were concerned, they were based on all divisions 
in the system. 

Q. That is, the extent to which costs vary 
with traffic, you used both your western and eastern 
experience? 

A. For certain accounts: the read maintenance 
accounts and some of the overnead expenses. 

Q. Are there not obvious differences in 
many respects between your experience of western Canada 
and eastern Canada, and let us look at some of them. 

In the physical characteristics of the railway there is 
a difference between western Canada and eastern Canada? 

A. What do you-mean by "physical characteris- 
tics"? 

Q. Well, how about curvature? 

A. We have significant curvature in eastern 
Canada and we have significant curvature in western Canada, 


Q. You haven't got any Lake Superior in 
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western Canada? 

A, We have curvature in the mountains, 

The Kenora division has extensive curvature. The 
Selwelber division in the east has extensive curvature. 
The Brownville division in the Maritimes, which passes 
through Maine, has extensive curvature, The Sudbury 
division has extensive curvature. | 

Q. Have you had grades in eastern Canada 
to compare with the grades in the Selkirks -- in the 
mountains? I am speaking of the main line. 

A, We have grades in eastern Canada, I 
don't believe we have the extensive grades that you 
would find at Field, B.C., where we have a 2.2 per cent 
grade. But, again, grades are by no means universal 
in western Canada —- one or two divisions. 

Q. No, but there are certainly some grades 
in the mountain areas? 

A. Yes, there are grades in the mountains. 

Qe I put it to you there is greater passenger 
density in the east than in the west? 

A, There is a greater volume of passenger 
service. 

Q. There is greater degree of urbanization 
in the east than in the west? 

A. In eastern Canada as a whole, Mr. Frawley; 
| but, Canadian Pacific has lines in northern Ontario 
| Which are in eastern Canada which certainly could not 
| be said to pass through urban areas. 

Q. Well, you have some lines, you say, in 


0, northern Ontario? 
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Gs Yes; Sehreiber and Sudbury divisions, 

Q. That is just the main line running from 
Sehreiber to Sudbury; that is your northern Ontario 
section that you are speaking of? 

A. Yes, that is correct. New Brunswick, 
the Brownville division -- the areas are not particularly 
highly urbanized. 

Q. New Brunswick has a little bit of every- 
thing; perhaps a minimum of big cities -- I would agree 
with you. But, you have got a lot of urbanization be- 
tween Montreal, Ottawa and Toronto” 

A. Yes, we do. We have a lot of urbanization 
between Calgary and Edmonton, 

Q. You have relatively flatter terrain in 
the east? 

A, No, I would not say so. I find it hard 
to think of anything flatter than the terrain in the 
prairies. 

Q. Oh yes, but then you have got some 
humps in the mountains that would certainly, if you 
averaged it out, give you not too flat a terrain if 
you added in all of the mountains. 

A. There are humps in eastern Canada 
as well. 

Q. You have a larger number of train miles 
per mile of line in the east? 

A. I would expect so, over all, but not on ou 
main line. 

Q. You have an industrial economy in the 


east as against an agricultural economy in the west? 
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A. Well, the west is industrializing very 
rapidly. I would say, over~all, there is a greater 
degree of industrialization in the east than the west. 

Q. Oh yes, I would not expect you or anyone -- 

A. But, the west is not bereft of industrial- 
ization. 

Q. There is a greater network of branch 
line mileage in the west than in the east? 

AY Canadian Pacific has a greater branch 
line mileage in western Canada than in eastern Canada. 

Q. And that, I put to you, would lead to 
differences in cost variability between east and west? 

A. No; we tested this. We computed our 
regression equations on the basis of divisions across 
Canada, and we compared the predicted with the actual 
value in the east and in the west in an attempt to 
discern any relationship by which the predicted and 
the actual values differred as between the east and the 


west. 


(Page 12114 follows ) 
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(Frawley ) 


Q. Well, in any event, you choose to take 
the position that the differences I have called to 
your attention, some of which you have agreed with and 
some of which you have not agreed with, you prefer 
to take the position that those differences do not 
lead to differences in cost availability between the 
east and west? 

A. That is what our test indicated, 

Mr. Frawley. 

Q. Now, are there any of the Canadian 
Pacific Electric division costs charged to grain? 

A. i fe a tah 0 

Q. They are not in, they have not been 
charged? 

A. No, I wrote you a letter on this subject 
ana there is nothing that I can add to what is in the 
letter. Would you like me to read it? 

Q. I do not mind you reading it. This is a 
copy of the letter, our copy,which would be the orig- 
inal, is not availabie to us at the moment. 

A. "Canadian Pacific Electric lines have been 

excluded from all regression analyses. Conse-- 


agrin m erakament HOB a 
quently, all data appearing on statement 405 


Stenason precis ~-- excludes ©.P.E.L. GF clus Lis 
similarly has been excluded from all data appearin 
on statement 406. Repairs to electric locomotives 
are maintained separately in the records of the 
company. The unit cost for freight car repairs 
was based on total dollars in the account and car 


miles on the system which includes car miles on 
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"C.P.E.,,and this reflects only in the unit cost 
for car repairs. No element of expense appears in 
statement 407 as associated with C.P.E.L.; this 
applies to statements 408 and 409 as well. 

You will appreciate that development of the 
proportion for traffic and general expenses appearing 
in statement 410 had, of necessity, to be based on 
total operating expenses of the railway which include 
en, til. However, since this proportion was 
applied to the variable operating expenses in western 
Canada, it may be said that a part of C.P.E.L. ex- 
penses is reflected in statement 10. 

Development of the constant expenses as set forth 
in statements 411 and 4i2 required an adjustment to 
the constant term in the regression equation which wa 
based on divisions excluding in all cases C.P.E.L. 
which would reflect an estimate of total constant 
costs of the Canadian Pacific system." 

Now, this procedure was changed, as you know. 
"Therefore, some portion of the expenses in statement 
411 and 412 contains within it expenses incurred on 
C.P.E.L. This was done so that the expense ratio 
developed to reflect the proportion that grain 
variable expense is to total freight variable expense 
would be based on system data. Any influence of 
C.P.E.L. has been removed by the manner in which 
this ratio was arrived at and applied.” 

Q. I am not quite certain of the words you 


used, but I recall when I first asked you the question 


and the question was, "Are any of the Canadian Pacific 
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Electric division costs charged to grain?" and you said, 
Mio 4. I said, "They are not in the grain cost study?" 
and you said, "That is right." And now you are 
proceeding to read me the letter which you said you wrote 
to our consultants and I cail your attention to a 
sentence on page 3 which you have read into the record 
which reads: 

"Therefore, some portion of the expenses in state- 
ments 411 and 412 contains within it expenses incurred 
Guat. FP sk. Ls.) 

A. But go on and read the next sentence. 
ae "This was done so that the expense ratio 
developed to reflect the proportion that grain 


variable expense is to total freight variable ex- 
penses would be based on system data. Any in- 
fluence of @. P. E. L. has been removed by the 
manner. in which this ratio was arrived at and 
applied." 
Ans Yess 
Qe All right, is it not true that the constant 
costs in Exhibit 69 are derived by treating the regressian 
equations as if they applied to all 3e divisions, one 
of which is the Electric division? 
A. No, sir, that was the reason for the 
revision. 
Q. That was the reason for what? 


he constant is not based 


co 


A. The revision, 
on that. 
Q. The revision which is evidenced by 


Exhibit 132? 
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BS Yes, Exhibit 68 revised -- no, pardon 
me, Exhibit 69. 

Q. And do I understand you to say that 
before you had 32 divisions and now only 31, is that 
the effect of what you are saying? 

A. No, the Canadian Pacific has 32 divisions 
and has had for the last two years, has and I hope will 
continue to have -- no, at the present time, it does 
not have, one division disappeared in the reorganizatio 

Q. I will ask you that question again, 

Mr. Stenason: Is it not true that the constant costs 
in Exhibit 69 are dervied by treating the regression 
equations as if they applied to all 32 divisions, one 
of which is the Electric division? You said "No", 
but is that the way you did it before the revision? 

aw Yes, that is correct, that is true to 
some degree of Exhibit 69. The amount shown 
total freight variable expense was applied to the total 
system unit of output, that is the gross ton miles or 
some other measure which is the system figure and 
reflects all the work done in all of the divisions. 

Q. And how about Exhibit 69 revised? 

A. I was just describing Exhibit 69 revised 

Q. Well now, is what you have now done 
the same as what you did before except that you have 
applied it to 31 divisions 4nstead of 32? 

A. No, what I have done in the revision is 


quite different from what was done pefore. What was 


done before was to take directly the constant cost 


regression equation which may have been based, let us 
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9 say, on 27 divisions in the case of station expenses and 
3 to multiply that constant which was in terms of an 


average cost per division by the 32 divisions of Canadia 


4 
Pacifie as an estimate of the total constant cost in 
5 4 
the account. 
6 d. 
Q. Mr. Stenason, yesterday you were dis- 
j 


cussing with Mr. Mauro an article in Railway Age and, 
8 Mr. Chairman, I simply want now to extend that discussio 
9 by offering as an exhibit the article in question. I 


10 have not got the required number of copies which the 


1 Commission needs, but they are being reproduced. 
MR. SINCLAIR: Have you a copy with you? 
12 
THE WITNESS: I have a copy of the book in 
13 ’ 
Myeorrice, 
14 MR. SINCLAIR: Who is going to prove the 


15 exhibit? 


16| MR. FRAWLEY: If my friend demands proof and 
17 pass we to itiistrictiy, I will bring th publisher here. 
18 THE CHAIRMAN : Oh, I do not think that will 
be necessary. 
19 4 
THE WITNESS: Mr. Wright is quite busy. 
20 
MR. FRAWLEY: I will bring the publisher, 
21 
that will prove it. 
22 ” STATS a MA at saying nor AQVA the 
MR. SINCLAIR: That would not prove the 
23 article. 
24 WR. FRAWLEY: Well, I would try. We have 
25 | spent so much money on this now I guess my people in 
6 | Edmonton would authorize a few more thousand dollars. 
ae , 
ay | Q. Mr. Stenason, I take it that you are 
| 
| aware that you hav allocated a share of the cost of 
28, 
29| 
30] 


feet Vy 
yw ie * 
ae 1a 
>. i ce a pee) apes 
| pape 0% 
| te arm nt ema 

| sn ns ehnise Siac tsb ne'en o 
=" , om ‘dive peas ies 
Set often aioy wheeoety noe a age 
Whe egl- Yawlkan at “stenirs he’ o7naM samt | 

noteandete Jert Haedxs oF wou teew efamks T, ne ; 
YT ,petieenp ak efoliv. erie Sid bene: iB BB. asi 
ont tolnw aeLqoa to nace Boethup et arts. oem! pe ad 
beoubonte gated xe edd ded) .e5eem mocap, Tt ae 
Tuoy. saw gon, Bey evel |: > ALAROMTA: mt salt . 
‘gt  sleed. eid So Raon s ovadsT. eat ee 
ans ade Vea eon ire 
i anes ; a @ / iy N i gies < 
oths o¥eony 06 arkoa: ai oc :ALALOULE oo?) é a a 
ne: eshataee, | 
Sis Poewk aPmiarsb Lede oe SIs YOMIWAHE LAM” woige . 
even tefasidng ate gieted chimed (yldobrte th of ant Bak iq. 
| aR 
Eliw 2enz Wray tow of Et : MAMATAHO: tor i) al 
: Oo” YEBaRsgen-ed 


.weod sttup af Step i :+BeswTIWw SHT (jen tot 


; a 
rsuetieug ate gis few ° 2 WA AM Phar 
3h svong iiitw dene 

aig syouq dow Gtde Padl "sATALOMTG AM oF 


Veit pl ais 
vet oh. 1 yet biiow t (thane i" oT YRIWART i, Ge oe 
fb elqoed. yr avert To woa etdt no yenom dou of da 
,ansifiob hbasevons guom We) we extzortus Disow a0 
ete voy dade oe let E yromemsdG MN 42.) 
to d#oo. eds te onscias bederehia wer YOY 


ANGUS, STONEHOUSE & CO. LTD. { 1285 a 
TORONTO, ONTARIO Bane Ce 12119 


operating steam locomotives which will be eventually 
retired? 

A. Yes, Mr. Frawley. I would like to point 
out that the only repairs to any degree which were 
performed by Canadian Pacific on steam power in 1958 
were running repairs and that the unit cost for steam 
locomotives for repairs which is reflected in the study 
is less than that for diesels and, again, the diesels 
are based upon a very short average life and the long- 
term diesel repair costs will be much heavier per unit 
than are reflected in the study. 

Q. So what you are saying is you are agree- 
ing with me you have allocated a share of the cost of 
operating steam locomotives which will eventually be 
revired? 

A. We have taken the unit cost, repair 
cost for steam power and this applies to about 16 
per cent of the locomotive miles in our grain study. 
That was the number of miles run by steam power. 

Q. Be it large or anall, you have allocated 
a share of the steam locomotives and these steam loco- 
motives will eventually be retired. 

A. So will the diesels, all locomotives 
will some day be retired. 

Q. And the result of that is you have a 
mix of diesel and steam locomotives when you were alloc-+ 
ating the costs? 


A. Yes, we have a mix of steam and diesel 


locomotives. 


Q. Now, you wrote a letter to Mr. Banks on 


ete oF ton $ hewn nn eagle 
ybude osit al betoeliet at dotdw avkaqes — ae 
afoaskd eds ,theds .bos elsaeld to% daddy _ Si of. 
-=giol of¢ bas SL sgsrteve suoda Yrev 8 nodes 
dino veq tetveed’ doum od [ilw asses, xisqos sone 
ybute eat ab) betooliet Male 
-po738 916 Woy el gnlyse stay HOY, jadwo8 .B ) 

to. teo0 ens to everia 5 ‘pedsoolis: ered NOY ait natn s 
oc wilson tneve IfLiw dobdw eevitomogos maese serteveys | 
| f onr..gh reoutiets | 
tsyet ,Jeoo Jiaw or) aeolst avec SW: A iy 
Sf guods oF wellqgs atdd ‘bes tawoq masse wt aod. 
youve nies wo at ett evitonmocool orld, to 90 10K 
.rewoqg meeve yd aut selim. To xedmuet bas esw ter 


| bedsoolis ave woy .ffism 20 eyisl tL of «.P wi 


_ 7 


-gool msote sestd tre sevidomoool meete edd 20 ersis 2 ; 
sbetiter ed Ullawtnevs [ftw sevidon 

sovtdomosor {fe ,afeaeld edt [ftw ok. ..A . Ly 
-beriiet.ed ysb amos Litw 
a everl poy ok ahd to Huaet edt baa 6D 
roo Lle STOK HOY, ned aevitomoool meote bas Leeetb to 
Saveoo edt gad: k 
fesetb One maste Yo atm 6 svad.ew ,esY = «A 7 
| wnt? Bev isomoss: 
no alae .wt o¢ tetsel .s etorw Woy wok ep Pen 


TORONTO, ONTARIO 


ANGUS, STONEHOUSE & CO. LTD. stena 
; 
\ 


the fifth of December, 195°. 
BD. Just a minute -- we have a file for 
each month. 


Qe hope you will not hav 
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one for May and June, 1960. 

MR. SINCLAIR: I am sure he won't. 

MR. FRAWLEY: if you mean what I think you 
mean you may be mistaken. 

A. Ihave the letter before me. This was a 


joint letter to Mr. Saunders and Mr. Banks. 
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and the last paragraph I will read 
not because I understand it but I will read it and 


put to you what I am told it means. This is addressed 


in Washington: 
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to Mr. Saunders in Washingt 
"Whis is further to my letter of November 27, 1953, 
providing answers to various requests made 
VOu o At that time, I advised you consideration 
was still being given to the effect on the cost 
study assuming fuli dieselization. 
As mentioned at the meetings in Montreal on 
November 21 and 22, the operations of Canadian 


Pacific in western Canada were very largely 


The ignif ieant effect of ull dleseli zation 


Will be to increase locomotive maintenance costs 
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1958 wage levels but not sufficient to offset at 
levels pertaining thereafter, are transportati on 


savings. 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. abet 
TORONTO, ONTARIO (Fraw ley) 


1 
tt - 
2 Yours truly, 
3 : ’ ; 
Director of Economic Resktarch 
4 
: Now, that means that you are looking to an increase 
in locomotive maintenance costs from diesels? 
6 
AA That is correct. 
7 . 
Q. That is what it says, at least. 
8 A. Well, we are looking for an increase in 
9 diesel locomotive repair expenses over the level which 
10 pertained in 1955 because our units were relatively new 
1 in 1958. Now, @ special study was performed by our 
0 mechanical department and I nave beside me the man who 
is concerned with equipment maintenance on Canadian 
13 
Pacitiie. 
14 — " o £ a 4- i 
MR. SINCLAIR: Referring to Mr. Hayward 
15 whom we introduced a few days ago. 
16 
17 
18 
19 
20 (Page 12124 follows) 
21 
22 
23 
24 
25 
26 
27| 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Stenason cr-ex 12124 


(Frawley ) 


THE WITNESS: This study indicated that 
diesel locomotive repair expenses per unit of miles 
would, over the long-term and reflecting a fuller 
maintenance cycle on the diesels, be approximately 
ton ve? cent higher than the level that prevailed 
on average in 1958. 

Q. So the result is if you had costed 
it on a fully dieselized basis, the cost of grain 
would have been higher? 

A. There was a difference of about 
$6,000.00 or $7,000.00, Mr. Frawley. 

Q. Again, Mr. Stenason, you are very 
careful to point out the small compass of these 
things. But I put it to you that what you are saying 
is that the net result would have been, if you had 
costed it on a full dieselized basis, that the 
cost of grain would have been higher? 

Aso Veryoslightly higher. 


Q. I want to call your attention to 
something Mr. Crump said, something Mr. Crump wrote 
in a document called "Overseas Railways", which is 
described as a railway gazette publication, and I 
am told it’is an annual, and it is the annual for 
1960, and I am just going to read you a paragraph 
of what Mr. Crump says: 

"Diesel power is now performing over 
90 per cent of Canadian Pacific Railways 
services --" 
A. What was the date of the article? 
Q@. I will have to tell you that this 


is the 1960 annual, and it has been published now 


for perhaps two months. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO Stenason Creex 12125 


(Frawley ) 


A. I see. 
Q. "Diesel power is now performing over 
90 per cent of Canadian Pacific Railway 
services. Although the cost of dieselization 
by the end of 1953 was nearly $200 million, 
it is estimated that yearly savings are 
being made in excess of $40 million, and 
that there is a reduction of nearly $9 
million in current maintenance expensex= 
A.) )¥Yes.;"Of course, that. is based on 
the total savings which have accruel as a result 
of dieselization. Savings from dieselization depend 
on the utilization of the power, and always in 
the initial stages of your dieselization programme 
you can get much greater use from the power because 


“6 on ane Cee os ar yt Bay Pr 7 ee ; Cy han Sete (og SED Os 
you can take account of the fluctuations in traffic 


et 


and back-off steam power. Furthermore, the reduction 
in maintenance expenses whichis referred to in 
that article would be the reduction in the maintenance 
expenses of diesel locomotives. Even at their 
fulleterm over the expenses of the old steam 
power, which included the heavy back shop repairs 
and running repairs in Canadian Pacific, they “4 
passedvery largely out of the field of the heavy 
back shop repairs and steampower repairs in 1958. 

Q. In the letter you wrote to M. 
Banks you said if you costed it on a full dieselizatio 
basis the cost of grain would be higher. 

A. A. I would like to point out one more 
thing. After 1958 the remainder of the dieselization 
programme in the Prairie and Pacific Regions was 
involved’ in essential branch or way train 


operations, This was one of the large remaining 
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ANGUS, STONEHOUSE & CO. LTD. 5 
TORONTO, ONTARIO Stenason Cr-ex 12126 


(Prawley ) 


areas of steam power, and it is on these operations 
that you getthe lightest utilization of power, and 
therefore the savings in the latter stage of the 
programme are not nearly so pronounced as they are 
in the early stages. 
MR. SINCLAIR: Have you left that article? 
MR. FRAWLEY: I have left the article. 
MR. SINCLAIR: Are you going to file it? 
MR. FRAWLEY: No. 
MR. SINCLAIR: I didn't have a chance to 
read it, buty I notice it states: 
"Onerous statutory rates on grain and 
grain products continue to hamper profitable 
operations". 
MR, FRAWLEY: Now, apropos what you have 
Just said, Mr. Stenason, I am going to read you 
something that was written to Mr. Banks, not by you 
or Mr. Crump, by another gentleman, and this is what 
the gentleman said: 
"T do not feel that the cost of a traffic 
movement, assuming some mix of power which 
attends during a transformation stage of a 
complete conversion to one type of power, would 
be of informative or of reliable value". 
What do you think of that? 
A. I disagree with it. 
MR. FRAWLEY: That was sent me by Mr. 
Bandeen, Chief of Cost of the Canadian National 
Railways. 
THE CHAIRMAN: We will adjourn for five 


minutes, 


---Short recess. 
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ANGUS, STONEHOUSE & CO. LTD. ro 
TORONTO, ONTARIO Stenason Cr=ex ee, 


(Frawley ) 


THE CHAIRMAN: Order, please, 

MR. FRAWLEY: Mr, Stenason, is it not 
true that the capital invested in the solely related 
branch lines has little alternative use other than 
the salvage or relay value of the track? 

A. No. The use of the investment in 
the solely related branch lines is to move grain, 
and that is a category of investment which we SRPECE 
will be largely perpetuated because of the necessity 
of continually moving grain in the future. 

Q. I am sure you heard what I said, but 
in case it wasn't too clear, I will say it again. 

It is not true that the capital invested in the 
solely related branch lines has little alternative 
use other than the salvage or relay value of the 
track. Do you agree with that or not? 

A. It is a rather -- I am not clear on 
the term. What do you mean by 

Q. Can you use it for anything else 
except for hauling grain? 

A. SONG fair. 

Q. Have you given any consideration, 

Mr. Stenason, to the possible invalidity of ascribing 
any investment value to the grade, embankments, 

the cuttings, the tunnels, the viaducts, the stations, 
on what you have described as the solely related 
Vines? 

A. Why, no.» Those facilities are 
required to move grain; they are required as part 
of the trackage. 

Q. Do you know A. M. Milne, who has 
written "Economics of Inland Transport "? 


Do you know his publication? 
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ANGUS, STONEHOUSE & CO. LTD. stenason Or-ex 12128 
TORONTO, ONTARIO ¢ ) 7 
(Frawley ) 


A, I believe he is dead now, Mr. Frawley. 
When was the book published? 
Q. Iwill accept that. I understand he 
is dead. 
A. When was it published? 
Q. First in 1955 and revised and reprinted 
in 1960? 
A. Yes. No, I don't know him. I know 
of him. 
Q. Let me read to you what Mr. Milne 
said on the subject: 
"In considering the cost structures of 
different forms of transport it is perhaps 
necessary to make special mention of resources 


Which are so durable that they can be 


regarded as everlast 
cost being involved, the 
these resources depends on the alternative 
use to which they can be put. But, in the 
Sphere of transport, these resources are 
usually so highly specialized that they 
have virtually no alternative productive 
potentiality. Many rail resources, as we 
have noted, are of this kind. The use of 
these resources -- apart from the maintenance 
and upkeep -- is, therefore, costless in 
the economic sense. These resources do 
not figure in the assessment of fixed costs 
(nor in the comparison of the cost structures 
of different forms of transport)" 
And then I must read you the footnote. 
The foomote reads: 


"The specifity of many railway resources 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Stenason Cr-ex 12129 
(Frawley) 


becomes apparent when a branch lines is 
Closed. What then are the alternative 
uses to which the embankments, the cuttings, 
the tunnels,the viaducts, the stations can 
be put? Admittedly the rails and the 
Sleepers can be recovered and put te other 
uses, but this cannot be done with 
irremovable structures, If the structures 
have no alternative uses, then their use for 
rail transport purposes is costiess and these 
structures do not feature in the cal- 
culations of the saving which will resuit 
from the closing of the line". 
A. That is critical, isn't it, Mr. 
Frawley? oe 
Q: "This saving, representing the 
economic cost not incurred cr,=which is the same 
thing, the value of the alternative goods and services 
which can be reduced as aresult of closing the line" 
A, Yes. Mr. Milne is talking here about 
the abandonment decision in which one is comparing 
the economics and the expenses in an abandonment 
decision, and I think it is not valid in an 
abandonment decision to consider cost of money and 
Salvage value. I think it is equally invalid to 


apply in cases where the investment must be perpetuated. 


mt 


Insofar as branch lines are cone rned, you mentioned 
the road property and the grading. The Board of 
Transport Commissioners prescribed depreciation 
rates which are based on estimates of service lives, 
Categories of investment for branch lines. They are 
a large number of years, but, nevertheless, implicit 


in the taking of a rate based on 100 years, the 
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service life is based on the assumption that some 
work must be done to reduce such facilities and the 
basic work that is being done on the track. 

Q. I put it to you that what Mr. Milne 
is saying is that the investment is a sunk in- 
vestment and therefore it could not be used? 

A. No, that is not what he is saying. 
Mr. Milne is saying, as I understand what you read 
vo me, that in considering an abandonment it would 
bé invalid to consider the investment; what one 
should consider is the Salvage value. That is not 
a rate-making decision, it is an investment 
decision, and there is quite a difference between 
the two. 

Q. I put it to you that he is not 
talking exclusively of the abandonment of the dine 
but he is making the point that a great deal of 
the investment other than the Salvage value of the 
rail or the relay value of the rail is sunk because 
there i8 no alternative use. 

A. Again in an abandonment decision, that 
1s correct, Mr. Frawley. In a rate-making decision 
We have the problem of perpetuating this investment. 

Q. You have said that the solely related 
lines are there because they are cheaply designed, 
certainly maintained to move grain? 

A. To develop Western Canada and the 
Prairies, and the principle development in the 
Prairies has been grain, 

Q. And they would not have been built 


except for grain? 


A. Except for the opening of the West 


eniim (aM dade. dats voy: ot at ang Don 
ant Adana a af toontaovel endtadt 682 
tine $0 dom hives wt ow'tetad? & — ~ 
aniyee ul sit certw daet si ted? (ou = re ee | 
peor wot fade bhava Toba ED Se qgatyes ap enti . “ 
Stow 32 dreiobnede re gitrebesnoo nt" gedd . 60 
’ sary tedw qarrondasval add” TapEenso: od brtsval 9 
son af dei! \eufev egevine cad et ania 
seoateevat a eft Ta tei piitisn-otet "7 
cseewsed sone TeTilb @ ottiup: et eradt brs qrotutoed 

| Lowe wait 

jon ak on ‘nile voy, O39 tt suq I ee 

anit ant Ro sqannobnsda oft to yitovlenutloxe onsttas | 
te Leal Jao 6 tedd dahog ont attain at ods 

aid tw oulev ogavl se eit weds raise haaornescatia> < Z 2 
souaced dove at (tex oe To eeiav usted. ond tO). 
nay ovidantedie on at onal) 


sede .cotetosb tamanobaads oe nf napa wh ~~ oe 


cotetseb anistameedar & nf yolwett . a (doetT> SF 

_toondeowalt etedd grb tavseq7sg to metdowg eft sved 
beselot efefon sud Sadd bise eval LOY ~P | '€ 
boagised uelqserio erm cers seuscsd ofedd ote Bot 
Tntets svom oF beatesntam via 

oft baa abaas> axogasW qoleveb oT =, 

oat mt velomqoteveb efqgtentay ait bas .colnte 
alst, cesd sad 6° 


siiud weed evad Jon bivow yore baé iat | 
, ftaterp ot @ " 


daeW sit Yo goteego one GoDdgerS «A 


ANGUS, STONEHOUSE & CO. LTD. , “ ¥ 
aces deine teietaglg Stenason Cr-ex Leis t 
(Frawley) 
1 
2 which has been connected with grain. 
3 Q. I understand you said that they are 
4 basic to the plant, that these lines in Western 
; Canada are basic to the plant. What is the 
difference between the expression "basic to the 
6 
plant" and "solely related lines"? 
vi oe. 1 a 4 o 2 J , 
A. I think I explained that to Mr. 
8 Mauro yesterday. A Solely related facility is a 
9 facility which would not be required if the traffic 
10 was not handled. Something which is basic to the 
mT plant is the traffic which constitutes a large 
proportion of the total freight traffic using the 
12 
facilities, facilities in common with the grain 
13 ; 
and other types of traffic, 
14 r ken § 
Q@. In any event, you have not given 
15 any consideration to the proposition that your 
16 investment in your solely related branch lines is 
17 a sunk investment? 
18 A. It would not be valid to do so, 
19 Mer. Frawley. 
20 Q. Would you not call it a sunk cost, 
. the cost that had been invested in the solely related 
21 
branch lines? 
22 a - e * > é . * ~ ya roy 
A. Well, I think there may be some 
23 Shek ; i Vaeatt Sunk at 
contusion in the words "sunk cost". Sunk cost 
24 turns around a particular decision. If we are 
25 Considering an investment decision, then we could 
%6 Consider investments made in branch lines to be 
Fe Sunk. If we have a rate-making decision, then 
s 2 4 
there is the possibility, and, indeed, in most 
28 | 
| cases the necessity, of perpetuating the investment 
29 | 
| over the long-term, and therefore cannot be con- 
30 | 


Sidered a sunk investment for rate-making. 
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Q. What is the distinction, having 
regard to the fact that investments in the solely: 
related lines is a sunk investment, when you say 
under certain circumstances you would take it into 
account and in other circumstances you would not 
take it into account? 

A. If we had an abandonment decision 
to make, then I think it would be appropriate to 
consider the salvage value. 

Q. That may be obvious, if you are 
abandoning it. I am putting it to you: What 
right have you got to seek a rate of return on 
@ sunk investment, on a costless investment ? 

Peo ate ol 8 HOG costless, Mr. Frawley; 
it is an investment that has to be perpetuated over 
the long-term, and this varies with the traffic 
volume. 

Q. Would you say that a sunk cost concept 
is never appropriate to a pricing policy? 

A. I would say that it is not appropriate 
to rate-making policies in the railway industry 
because of the nature of traffic volume and the 
regulatory matters which have surrounded the making 
of railway rates. As a result of a number of cases 
in the United States and Supreme Court Judgments, 
rates which do not cover an estimate as to the 
long-term cost associated with the traffic 
involved are held to be non-compensatory. Involved 
in that assumption is the perpetuation of investment 
as required since it is assumed that traffic volume 
is perpetuated. 

Q. Take any one of your solely related 


lines in Western Canada. Take any line that runs 
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in Alberta from Cremona to the main line at 

Calgary and Edmonton, or what you call your Calgary- 
Edmonton branch. I put it to you that there is no 
alternative value, except Salvage and relay value, for 
the grade, the cuttings, the tunnels, the bridges, 
whatever they are, and that piece of railway which 


is a solely related line in Alberta. 
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A, Well, let us take a tunnel on this line. 
I don't know whether there is one. I don't believe we 
have any tunnels on our solely related lines. 

Q. I had to take the tunnels because Mie 
Milne had tunnels? 

A, We don't have any on our solely related 
lines. But, let us take a bridge: the grain will con- 
tinue to move on this line. There is probably a wooden 
trestle on the line. The wooden trestle would have 
to be replaced. As I said, the Board of Transport 
Commissioners --- 

Q. If I may say so, I don't think you are 
being responsive to my question -- certainly not deliher- 
ately, of course -- but I suggest to you what you are 
talking about is maintenance. My friend Mr. Sinclair 
is on his feet: there must be something wrong with 
the question. 

MR. SINCLAIR: Obviously, Mr. Chairman, I 
can say this to you, one who is an expert on railway 
maintenance, that there is a difference between the proced- 
ure here and in the United States for treating certain 
assets of the railway, and what may be maintenance in 
the United States is a capital charge and therefore in 
a different situation in Canada. 

MR. FRAWLEY: I think the answer to that is 
to look on the cover of the book, because Mr. Milne 
was an Englishman, 

MR. SINCLAIR: And there is a very different 
method over there, because they don't even follow the 


depreciation accounting for track in England. 
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THE CHAIRMAN: What is your question, Mr, 
Frawley? 

MR, FRAWLEY: Q. I interrupted you, Mr. 
Stenason: would you pick it up from what you were saying 
about that line from Cremona into the Calgary and 
Edmonton railway? 

A. We were discussing the hypothetical bridge 
which may be on the line, and I suggested to you that if 
the grain continues to move over this line, then at some 
stage, perhaps next year or 20 years from now -- I don't 
know what the service life of a wooden trestle is -- 

I am informed there is a bridge on the line. 

Q. I'll bet there would not be more than 
one bridge? 

A. It is a wooden bridge. 

Q. I wonder what the value of that bridge is. 
Well, all right. 

A, But at some stage this bridge will have 
to be replaced because of the traffic volume moving 
over the line, and that is an investment which must 
be recovered, the cost of which must be @overed by the 
traffic volume using the line. 

Qe I don't know how long that line out there 
from Cremona in or from the C. and E. out has been there, 
but it was there for many long years without you having 
to touch the bridge. I put it to you that my proposition 
that you should not endeavour to burden users with the 
costs by seeking a rate of return on costs which are 
truly sunk; my proposition has nothing to do with 


maintenance; all it has to do with is the question of 
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validity in line with what Mr. Milne says of seeking a 
return on the investment - the sunk investment that you 
have made in the line? 

A, How would you suggest the cost be covered 
if it is not covered by the users? 

Q. If it is not covered by what? 

A. If the cost of the investment which is 
used in order to handle the traffic is not paid for by 
the traffic moving over it, how would you suggest it 
be covered? It is a real cost. It turns up in the 
books, 

Q. I am challenging the validity of the 
eost. I put it to you -- and Mr. Milne says, if you 
will look further into his book, that it is a hypothetical 
cost, not a true cost -- and all I am endeavouring to 
do is to keep the people who have to pay -- not have 
to pay because it is a condition of your scheme that 
we haven't got to pay anymore -- perhaps I can be said 
to be endeavouring to save the national treasury from 
having to pay an amount equal to what you are now getting. 
I am concerned with having the Commission explore the 
validity of seeking a return on the costs which you have 
put into the solely related branch lines, which solely 
related branch lines have no value except the salvage 
value and the relay value of the rail? 

A. Put you said it was not a real cost, and 
it is a real cost. Interest has to be paid every year. 
The cost of money is similar to the cost of wages. 

Q. Mr. Milne said it was not a real cost, 
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COMMISSIONER ANSCOMB: Mr. Frawley, could I 
ask you a question: if the money has to be provided, 
what you call "sunk", where are you going to get that 
return from if you don't get it from the traffic going 
over the road? 

MR. FRAWLEY: You get the return from the 
traffic going over the road. It is the component parts 
in what you should get a return on, Mr, Commissioner. 

COMMISSIONER ANSCOMB: It is part. of 16, 

MR. FRAWLEY: Yes, in Mr. Stenason's scheme. 

COMMISSIONER ANSCOME: In ae business man's 
scheme, and so it is from the public viewpoint. If you 
build a highway and issue bonds to payater 1%, 

a very large proportion of that is in drainage and right- 
of-way and everything else that may be quite worthless 

if you change the route of the road, but you have still 
got to pay the interest on your bonds. 

MR, FRAWLEY: This raises the question of 
what is the proper value of the costs sunk in the 
solely related branch lines, and my respectful submission 
is that the observations of Mr. Milne are worthy of 
consideration by the commission, and it becomes a 
question of validity, whether or not in seeking.a rate 
of return on this kind of property that it is fair to 
include in the cost to be borneby the shipper of export 
grain the cost which Mr, Milne says is a sunk cost and 
has no alternative value except the value of the salvage 
and the value of the rail. 


THE CHAIRMAN: Mr. Frawley, Mr. Stenason has 


al meeting to attend, and the witness might stand down, 
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Before we adjourn, the question of our adjourn- 
ment must come up. We have not given a date of adjourn- 
ment for the reason that we did not know, ror could we 
tell, how fast and how far we could get with the witnesses. 
I think it is important to recognize with the key wit- 
nesses, like Mr. Stenason, Mr. Bandeen and Mr. Edwards, 
that there should be no limitation on the cross-examinatio 
Likewise when Mr. Banks gets into the box and Mr. Saunders 
there should be no limitation. 

MR. SINCLAIR: Or on the time for preparation, 

I take it, either? 

THE CHAIRMAN: Well now, Mr. Sinclair, when 
I finish we will hear your observations, 

One of the very difficult things that we 
have had to deal with as a commission is the matter of 
dates and the matter of witnesses. We have been sitting 
for three weeks, and some of my colleagues are most 
concerned with paying some attention to their own |. 
businesses and their own work, and we have to adjourn 
tomorrow night. 

Now, I thought I told my friend Mr. Sinclair 
that we could sit on Saturday, but he did not want to 
Sit on Saturday. So, tomorrow, when we adjourn, we 
Will adjourn to Fort William on the 28th of May. We will 
be there one day and come back here on Monday the 30th 
of May. We will be in session until June 17th here. We 
Will adjourn until the 4th of July and be back here on 
that date and sit until the 15th of July, and then we 
Will adjourn until the 12th of September, and be back 


here for hearings from then on. 
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The court house in Port Arthur is the place 
of the meeting on the 28th of May. 

MR,SINCLAIR: Mr, Chairman, in view of the 
fact it was my witness that I introduced to the box 
on behalf of the railways, and also to follow him, in 
accordance with the Suggestions of everyone that I 
disclose these witnesses some time ago, in the order 
of Dr. Edwards followed by Mr. Bandeen, who was intro- 
duced to this Commission by my confrere, I think it 
is necessary for me to say that while we recognize 
very much that the members of this Commission are 
sacrificing much in giving their time to this inquiry, 
this inquiry was not sought by these witnesses here, who 
have also sacrificed much to come forward with their 
data and to spend many nights getting ready for the 
cross-examination by a battery of Canada's most distingu- 
ished cross-examiners, some of whom have appeared here 
and some who are still to be heard from. This is a 
great burden on witnesses, as you, sir, know all too 
well, and these people got ready and came here many 
months after they had presented their evidence in chief. 
This long adjournment was to afford full time to counsel 
and their consultants to inquire into the cost study 
and, notwithstanding the fact that I, on behalf of the 
railways, did suggest that the long adjournment was not 
necessary and didn't place undue burdens on them, the 
ruling was made and, of course, I bowed to it, and I 
am only saying this: I have no right other than to 


bow to your ruling, as today, but I do point out it 


Uihas put a further very substantial burden on men who have 
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had a very great burden in connection with this cost 
study. I am sure it was not done lightly by you, but 
it does seem to me unfortunate, sir, that the restricted 
hours that we have been sitting, restricted only in 
comparison to some hours we spent at other places such 
as Winnipeg, Regina and elsewhere, had to come up when 
we have available for the assistance of the Commission 
and my friends many men == and you can see them in the 
court room here today; there is a great number of them 
here, and if they hadn't been here we would have not 

to extend the times of hearings very substantially. 

We were told to come here, and this was for the cross- 
examination of these witnesses. I can well understand 
the desire of the Commission to give my friends full 
Opportunity to explore this matter, and this is the 
reason, i take it, that you say you have not restricted 
cross-examination in any particular. 

Now, I am disappointed, sir, to find that this 
is being adjourned not for a few days, not for a week, 
but for two weeks, and then a further adjournment coming 
up in June and then sitting two weeks in July. We 
know this city rather well, and this room rather well -- 
and that includes all of us because we have been here 
many times -=- know that this room and this city in the 
month of July is pretty near impossible. 

THE CHAIRMAN: I agree with you. 

MR. SINCLAIR: And I am very, very sorry, sir, 
that it has been: found necessary to put aside May in 
favour in July in this place. I do understand that 


the Commission has made its decision and we, of course, 
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notwithstanding the additional burdens that are im posed 
upon us both financially and also on the health and 
well-being of these people who are here -- we will accept 
that, of course, and we will do our best to try to meet 
it, but I do feel that it is a most unfortunate turn 

of events in respect of this matter. 

THE CHAIRMAN: Mr, Sinclair, you have said 
that it was unfortunate. We realize that, and so far 
as the Commissions are concerned, my colleagues and myself 
the most unfortunate thing is that we accepted an invita- 
tion to serve on the Commission, perhaps. 

MR, SINCLAIR: That is so, maybe, sir. 

THE CHAIRMAN: And when we sit for three 
weeks at a time it is pretty near long enough. 

MR. SINCLAIR: I recognize that, and I did 
indicate that in my remarks that I recognized the sacri- 
fice that was being made, but, notwithstanding that, 

a job was to be done and it does seem to me, again I 
say, unfortunate that there is a disability and an 
additional burden on a number of aspects put upon us. 
I thought it was for that reason ---~ 

THE CHAIRMAN: Well, you have registered it. 

MR. FRAWLEY: Mr. Chairman, I will only add 
a very short word, but I must call attention to the simple 
fact that while the Commission set out by prescribing 
these hours as 10 to 12 and 2 to 4, nevertheless the 
Commission felt bound, against my protest, that this 
week the hours would be extended half an hour in the 
morning and half an hour in the afternoon adding one full 


hour to the hours prescribed at the beginning, and in my 
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ij respectful submission this was the worst time and 

2| most inappropriate time. Again, the ruling was made, 

3] and I had to conform to it, and I personally had to 

4| conform to it, and I want to set that down in the context 
5] where Mr. Sinclair says that May has been given up for 

6] July. 

4 MR. SINCLAIR: Mr. Chairman, you made some 

8| remark that I didn't want to sit on Saturday. That 

9| was on the basis that I had made two alternative sugges- 
10| tions about night sittings this week or next week. Is 
11]; it your suggestion now, sir, that you are asking me 

12| whether we will be available on Saturday? Because the 
13|| position I did adopt was that Saturday -- I was asking 
14| for the alternative of night sittings. 

15 THE CHAIRMAN: Well, I would have to consult 
16 my colleagues in that connection, because having come 

i7| to a decision as to dates and told them Saturday was 

18|| not desired, some of them have made arrangements to 

19| leave tomorrow. 
20 MR, FRAWLEY: Well, I will be in Toronto on 

21|| Saturday, and that is a definite commitment, sir. 

22 MR. SINCLAIR: Well, there is a personal 

23| reason for Mr. Frawley, and he is the one examining, 

24| I take it? I take it what you are saying is that Mr. 

25 Stenason, at least, will be finished? 

26 THE CHAIRMAN: We hope so, yes. 

27 MR. SINCLAIR: Weta fT would hope it could 

‘ 
28 be so arranged that we could sit until such time as we 
29 at least complete Mr. Stenason,}and have one man finished. 


| MR. FRAWLEY: I'am noc the last cross-examiner 
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of Mr. Stenason, but, Speaking for myself, I have quite 
a few notes left, but I will certainly not keep Mr. 
Stenason too long; if I keep him all morning, that would 


be the most, 


THE CHAIRMAN: We certainly will finish 


Mr. Stenason. 


---Adjournment. 
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; ERRATA 

; VOLUME 66 

: rage Line Reads Should read 

11810 9 35 tons 55 tons 

: VOLUME 69 

. 12155 23 applied. I am applied. 

7 Mr. Frawley: I am 

8 12170 8 Amerston Emerson 

9 12182 6 Murillo Midale 

10 12182 8 to some figures to be some figures 

11 12200 25 Peart ue Track 

12 12213 23 relatedness solely relatedness 

13 |, 12224 17 explain explained 

14 12224 18 your our 

15 12226 LT full total 

16 12291 20 sample sampled 

17 12323 ee are at all are all 

18 12324 4 move more 

19 12324 7 freight freights 

20 12325 12 car per cut cars per cut 

21 12328 18 systematic system 

22 12346 = 15 Add "bui" between 
"aii" and "three" 

23 

a 12357 14 $1,357, 205,00 $1, 357,205.00 

95 12358 22 they there 


Lei. 25 universal universe 
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Ottawa, Ontario, 
2 Friday, 
May 13, 1960. 


3 
4 ---ON commencing at 9.30 a.m. 
5 THE CHAIRMAN: Order, please. 
6 
CROSS-EXAMINATION BY MR, FRAWLEY (cont'd): 
7 
3 | Q. Mr. Stenason, would you please look at 
Exhibit 65, revised, line 19. If you look at line 19 
9 
you will find that your new figure -- that is a changed 
10 
figure, incidentally -- until Exhibit 132 was filed that 
11 


was 6,359,088, but now, in any event, it is 6,378,621, 
12/1 and am I right in saying that is a composite of crew 


13] wages and fuel? 


14 A. Yes, and this change which was covered 

15 in my explanation on Exhibit 132 resulted from having the 

16 fuel and crew wage expense separated and applying the 
vacation adjustment separately to the crew wages of the 

u study traffic. Previously we had applied a ratio 

18 


reflecting crew wages to the total of fuel and crew wages 
19! of the system freight traffic as a whole, The labour 

20] intensity of train operations in respect of the study 

| traffic is somewhat greater than that of the sy stem 


yy) freight. This results largely from the branch line 


operations. 


23 
Q. I wasn't really concerned with your 
% $ f. den da 
explanation of the change, but that is all right to put 


ips 4 nL speak 
it on the record. Will you please give me the breakdown 


! bd 
: nn 


> oO fPij0 19 
of that figure, 6,378,621, between crew wages and fuel: 


. 7Q P 
A. The crew wage expense is 3/078, 702; and 
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fuel is 2,399,919. 

Q. How long has that figure been available, 
or, if not that one, the earlier one of 6,359,088? 

A. Well, the earlier figure which was in the 
precis has been available since September when we completdd 
this portion of the ‘study. 

a. The 6,359,088 has been in your precis 
Since September. How long has the breakdown of 
6,359,088 -- I assume you had a similar breakdown for the 
6,359,088 as you have given me for the 6,378,621? 

A. No, we didn't. I explained yesterday 
that as a result of questions which had been directed to 
us we split out the fuel and crew wages separately. 

There were a number of work paper stages involved, and 

the fuel and crew wages initially had been combined, 

and the later work done on them. As a result of questions, 
Ae went back tothe first or second stage of the work 

paper and split the fuel and crew wages separately. 

Q. Well, I am sure you won't mind if I put 
on the record one sentence from the letter you wrote 
to Mr. Banks on the nineteenth of February. You stated 
Mr. Banks' question, and your answer followed the questio 
I am reading from page two of your letter to Mr. Banks 
of the nineteenth of February: 


"> Your WP-14 shows ratio of crew wages 
to total fuel and crew wages for 
C.P.R. system. What is similar 
ratio for grain study traffic? 


A. This is not available." 
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A. That was quite correct; it was not avail- 
able. AS a result of the question we reworked it and 
when Mr. Banks was in Montreal in connection with cal- 
culations af fuel and crew wages he worked with the 
pitt data. 

Q. Now, Mr. Stenason, I want to discuss 
the matter of. taxes with vous I first want to call your 
attention to your figure of $875,250. 

THE CHAIRMAN: Wre re is that? 

MR. FRAWLEY: Let me just find out where 
that is, sir. 

Q. If you look at Exhibit 68 -- and you 
Will have to look at your original 68. 

A. yés, 

Q. There is a figure there for rents and 
taxes of $925,804? 

A. Yes. 

Q. And I am told when you break out the 
rent you come up with a figure of $875,250: Can you 


confirm that? 


A. $875,228 . 

Q. $875,228 is the right figure? 

A. ee. 

Q. Now, I am going to ask you would you 


mind referring to the Canadian National submission, 
Mr. Bandeen's, the statement N. R. 3 - 9 revised. 
A. Yes. 
Q. I find Mr. Bandeen has a figure for 
property tax of $262,883. 


A. What page are yo on? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 1214 


TORONTO, ONTARIO (Fr awle y ) 

1 
2 a. Well, it is sheet 5 of 6 sheets, N. R. 
me 3-9? 
A A. Yes. 
5 Q. 1 think the text will give it to us: 

Page 35 of Mr. Bandeen's statement. At the bottom of the 
, page you will see that Mr. Bandeen says, under the side 
: heading of "Taxes on Solely Related Plant" municipal and 
8 


other taxes which are paid on the solely related plant 

9) were obtained from company records and included as a 

10| cost variable of the study traffic. From that I take it 
4i| tat all that grain is being asked to bear is $262,883 


in so far as the Canadian National is concerned. First 


12 
of all, would you confirm that? Is that what you under- 
13 
stand? 
14 ; 
A. That is my understanding. 
15 Q. In the case of the Canadian Pacific Rail- 


16] way you have made an apportionment, as I understand it? 
17 A. Yes. | 

18 Q. I am just wondering if this is not what 
19] You did: Your study assumed that all taxes, other than 


income taxes, of course, are 100 per cent variable with 


20 
the traffic? 
21 
A. NO, Sir. 
- Q. No? To what extent is that not correct? 
@ A. This ratio was applied to the constant 
24 and to the variable expense. Therefore, the presumption 


5 is that the Traffic and General Expenses have the same 


26 | degree of variability as operating expenses as a whole. 
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TORONTO, ONTARIO (Frawley ) 


Q.. I am instructed that is the same as saying 
they are 100 per cent variable with traffic? 

A, No sir, that is not, 

Q. Would you state it again, please? 

A. Yes, they are variable as operating 
expenses as a whole: Now, operating expenses as a whole 
in our study are approximately 77 per cent variable, 
You see, this ratio goes on to the constant expenses 
as well as to the variable expenses. 

Q.° All right, we will accept that. Now, 
that means inithat percentage that you have indicated 
that as the traffic increases then the assessment 
and, therefore, the taxes, always speaking of taxes 
other than income taxes, that the assessment and, there- 
fore, the taxes increase. 

MR. SINCLAIR: Pardon? 

THE WITNESS: Over the long term there is a 
relationship between the property taxes and the value 
of investment and the value of investment is based on 
traffic volume. 

Q. Always having in mind that you are now 
Saying it is 77 per cent and not 100 per cent, you are 
saying that within those limits there is a variability 
and that as the traffic increases the assessment, and 
therefore the tax increases. 

A Yes. 

Q. And contrariwise, when the traffic decreases 
the assessment of the taxes decreases accordingly? 

A. No, a very long time till you adjust the 


Plant investment to the level of output. 
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Q. Now then, I am not concerned with any 
other problems than my own and I would like to call your 
attention to two statutes. The first Statute is the 
Railways Assessment Act which is 278 of the Revised 
Statutes of Alberta, 1955 and to the Assessment Act 
which is chapter 17 of the Revised Statutes of Alberta 
1955 which must be read to get the complete procedure. 
Now, are you familiar, first, with the amount of assess- 
ment and taxes which you pay in Alberta, always excluding 
income tax, because indeed you pay no income tax to 
Alberta. 

A. Are you referring to the various tax 
exemptions in various parts of the land? 

Q. Now, I should correct that - not yetyarr 
am at the moment - are you aware of the kind of taxes 
that you pay in the province of Alberta? 

A. I am not fully aware of all the statutes 
governing taxation of property across Canada. 

Q. Well, without that diaSeGeRs your cost 
On the study is based on your application of taxes to 
this study, the traffic is, put on the proposition you 
have put to us, that within the limits of 70 degress 
the taxes are variable on traffic? 

A, Yes, as part of the over all ratio. 

Q. I will put on the record section 5 of 
peeter 278 of the Railways Assessment Act in Alberta 
and it says: 

"The roadways and superstructure of the roadway 

Shall not be assessed at a greater value than one 


| thousand dollars per mile." 
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I put it to you that what is put there as 
a maximum has been used in the Province of Alberta 
for many, many, many years, $1,000.00 per mile -- you 
are certainly not in the position to challenge that? 

A. I am not an expert on the legislation 
in Alberta. 

Q. No, I would not expect you would be an 
expert in the legislation of Alberta but I put to you 
first that your study which you did here went on the 
assumption of your taxes other than income tax were variable 
on traffic and I would point out to you that in the 
Province of Alberta - I think it originated in 1897 and 
that is a fateful year - since 1897 you have been paying 
on your superstructure and roadway $1,000.00 per mile 
under that statue, I put it to you that that is not 
100 per cent variable with traffic. 

A. Is that a maximum of $1,000.00? 

Q. Yes, a maximum of $1,000.00 per mile. 

My friend Mr. Sinclair is aware of it because all during 
his very laborious work with the Province of Saskatchewan 
this came up but you do not know about that at all? 

Aw Does every line pay $1,000.00 per mile? 

Q. If you're asking me then I answer you 
With the statutes and the answer is yes. Now, I am 
going to read you another, this is the Railways Assessment 
Act, 278. You also pay tax under another statute and 
this is subject to a query, the quevy being this, you 
have one of the statutes related to Mr. Fleming and I 


am sure the vice-president of the Canadian Pacific would 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 12152 
TORONTO, ONTARIO (Frawley ) 


know but the only other tax which you pay in Alberta othe 
than income tax is paid under the pevbeiors of what is 
called the Roilway Taxation Act. You will recall the one 
I called your attention to a moment ago was the Assess-~ 
ment Act. Incidentally, I should say, Mr. Stenason, that 
this is an assessment by the municipalities through which 
your line runs, always excepting the main line and I will 
discuss that with you in a moment. The other tax is one 
you pay to the Province of Alberta, this is the Railway 
Taxation Act under that statute I will re&kd you section 6; 
"Until the actual value of a railway or parts 
thereof has been determined by the Lieutenant Gover- 
nor in Council, the actual value of the railway for 
the purposes of this Act shall be taken to be twenty 
thousand dollars for each mile of the railway exclusive 
of switches and turnouts." 
I put it to you that as far as I recall the 
Lieutenant Governor in Council in Alberta has not set up 
a body by way of fixing the actual value so section 6 
is a comparable statement and you pay on the basis of 
twenty thousand dollars for each mile of the railway inclu 
ding the switches and turnouts. Assuming I am right about 
that and the Lieutenant Governor has not fixed any other 
value I put it to you again that that tax is not 100 per 
cent variable with traffic, but, quite the contrary, is 
completely constant in every respect. 
MR. SINCLAIR: Mr. Nepveu could answer this, 
he is the assistant comptroller of the company. 
THE CHAIRMAN: Very well, if he would, please. 


MR. SINCLAIR: He was introduced earlier and 
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ANGUS, STONEHOUSE & CO. LTD. Stena Son, Cr-ex, 12233 
TORONTO, ONTARIO (Frawley) 


1} I understand this is basically the work of Mr. Nepveu. 

2 MR. FRAWLEY: Mr. Nepveu is the one who 

3] supplied this information to Mr. Stenason? 

4 THE CHAIRMAN: He has heard the questions and 

5] he can answer them, 

6 MR. FRAWLEY: Mr. Nepveu, have you any different 
7| answer to make? 

8 MR. NEPVEU: I think there is a distinction 

9] to be made, first, included in this is an amount for 

10| unemployment insurance which varies with the figure 


11] involved in moving traffic. 


12 MR. FRAWLEY: You say there is an allowance 
13) for --- 

14 MR. NEPVEU: For unemployment insurance. 

15 MR, FRAWLEY: That has nothing to do with the 


16|)| Province of Alberta, 

17 MR. NEPVEU: You were talking about taxes. 

18 MR. FRAWLEY: I am talking about this tax 

19| under the provisions of the two Alberta statutes. 

20| I am directing my mind to that at the moment. 

21 MR. SINCLAIR: I think what the witness has 

22| said that in the amount of taxes to which counsel have 

23 selected, the point he made was that in the classification 


24 tax there is included unemployment insurance. 


25 THE CHAIRMAN: I think the question is "what 
26] is tax?" 
27 MR. SINCLAIR: No, it 1s under the classification, 


| 


28 | unemployment insurance, and the first point --- 


29 MR. FRAWLEY: What is the number of the account? 


a MR. NEPVEU: 468. 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 12154 
TORONTO, ONTARIO (Frawley ) 


1 MR. SINCLAIR: The point was when he made 

2) reference to the Canadian National, the Canadian National 
3) showed them separately and the Canadian Pacific was 

4] showing them together, 

5 MR. FRAWLEY: Let us just get a little order. 

6] Mr. Nepveu, you first raised the question that included 

7| in this item of $875,228.00 there is some unemployment 


8] insurance? 


9 MR. NEPVEU: Yes, sir. 
10 MR. FRAWLEY: And can you tell me how much? 
11 MR, NEPVEU: No, I do not have a separate 


12| figure, it may be available to you but I do not have 
13 that figure now. 

14 MR. FRAWLEY: Well, Mr. Nepveu, from your 

15] recollection of working on these figures, is it large 
16) or is it not large? 

17 MR. NEPVEU: It may account for 20 per cent 
18| or 25 per cent of the taxes exclusive of income taxes. 
i9 MR. FRAWLEY: It may account for 25 per cent 
20|| of the $875,000. 00? 

21 MR. NEPVEU: Of the total taxes of the company, 
22| I do not know what the Seine is included in the 

23| $875,000.00, 

24 MR. FRAWLEY: I think we had better have a 
25} breakdown of this $875,228.00 because now you say this 
26/ is 25 per cent of that for unemployment insurance. 

27 MR, NEPVEU: I said 25 per cent of the total 
28| taxes of the company are unemployment insurance. 

29 MR, FRAWLEY: Well, this is a prorated 


|| apportionment of the total tax? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr.ex, 12195 
TORONTO, ONTARIO (Frawley) 


1 MR. NEPVEU: All on the same basis, unemploy- 
2) ment insurance is prorated onthe basis of labour. 

3 MR. FRAWLEY: Of revenue? 

4 MR. NEPVEU: Of labour and the other taxes 

5] are prorated on the basis of all other expenses. 

6 MR. FRAWLEY: I think perhaps we had better 

7| have a breakdown in which you indicate the amount. TI am 
8] concerned with the taxes and the account I am discussing, 
9| property taxes assessed by municipalities on 

10| the line of the railway as they run through the various 
11) municipalities, main line rae branch lines, that is the 
12| tax I am talking about and I am not going to venture into 
13 other statutes but I will put it to the witness, perhaps 
14 Mr. Nepeu can answer but I will put it to the witness 

15] that the tax I have been talking about, the tax which 

16 is fixed and has been fixed for many years, an arbitrary 
17|| amount fixed as the total value of the roadway and 

18] the superstructure, it is not a tax which is 100 per 

19|| cent or 70 per cent or 50 per cent or 10 per cent 

20| variable on traffic. Can you challenge that statement? 
21 A. It depends upon the extent to which the 

22| maximum taxes apply in every case and I do not know the 
23|| extent to which that is applied. I am putting it to you 
24|| and my friend Mr. Sinclair is there who has lived with 

25|| these taxes for many years in the Province of Alberta 

26 that all you pay in the Province of Alberta is the sum 

27|| of $1,000.00 per mile, that is municipally, branch line 
28] and main line, except on the main line you do not pay 

29] one red farthing. Other than that you pay taxes on 


J an arbitrary amount fixed on the superstructure of the 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 2256 
TORONTO, ONTARIO (Frawley ) 


roadway. If necessary we will bring witnesses from 
Edmonton to establish that but that is the fact and I say 
your conclusion at 70 per cent or any per cent is 
variable with traffic is just unsound. 

A, I would want to look at the --- 

Q. Mr. Stenason, I dislike putting this to 
you but are you so concerned with the soundness of what 
you are saying that you will not admit that if my 
assessment is right that you are paying as a maximum 
$1,000.00 per mile under the municipal tax set up and 
$20,000.00 per mile on the provincial set up that that 
is something that you would have to look at before you 
would agree with me that that is not variable with 
traffic? I wish my friend would let the witness answer 
but I guess it is too difficult --- 

MR. SINCLAIR: Well, Mr. Chairman, I think it 
is quite obvious that the witness has said he does not 
understand about these taxes and notwithstanding the 
fact that I have struggled with them, as my friend has 
said, for a good many years, I do not understand about 
them either. I do think that on the assumption it is 
Just the same as saying black is black, if you accept 
the assumption then the answer is set up and based on 
an assumption. 

MR. FRAWLEY: I do not want to get into any 
byplay with my friend but my friend is surely not saying 
he does not understand the taxation system in Alberta 
of the Canadian Pacific Railway. 


MR.SINCLAIR: I do not understand the taxes 


is what I said. 
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TORONTO, ONTARIO (Frawl ey ) 


MR. FRAWLEY: With the greatest of respect 
Mr. Chairman, he is just retreating from the battle. 


THE CHAIRMAN: Would you put the question 


again? 


(Page 12159 follows) 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex. 12159 
TORONTO, ONTARIO (Fraw ley ) 


Q. Mr. Stenason, do you really want to put 
it to me that until you can check these statutes, these 
municipal records, you will not admit to me that if my 
assumption is correct and that under The Railways Assess- 
ment Act you are paying municipalities in Alberta, on 
the basis, on the maximum basis of $1,000 per mile and 
you are paying the province of Alberta under The Railways 
Taxation Act on the basis of an arbitrary value of 
$20,000 per orig -- you are not prepared to admit, if 
my assumptions are correct, that your conclusion that 
open are payable with traffic is not a sound conclusion? 

A. Well, the basis which I want to Bene Ee, 
is whether the maximum as set forth under the statute is 
the amount which is paid on every line. 

re: I certainly don't want to join in any 
uncomplimentary references to you, and I don't like to 
use the word "obtuse", but if you look at the Railways 
Assessment Act you will find there it is the maximum and 
nothing more that can be charged? 

A. But the point is, is less than that 
charged on certain lines? | 

Q. Some municipalities may be generous 
enough to charge half. 

MR. SINCLAIR: That happens in places, you 
know. I don't know if it happens in Alberta. 

MR, FRAWLEY: Q. Would that be a variation 
in traffic? 

A. Yes, it could be. 

Q. Mr. Stenason, I am intrigued with you 


Saying you would like to examine it. Is the Commission 
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ANGUS, STONEHOUSE & CO. LTD. stenason, cr-ex, 12160 
TORONTO, ONTARIO (Fraw ley ) 


9) to conclude that you haven't examined it up until now? 


3 A. The legislation in Alberta respecting taxeg? 
4 No, I haven't. 

Q. Have you not examined or tested by looking 
5 


at the statutes and looking at the municipal records the 


6 
soundness of your basic assumption that your taxes in 


7 Alberta are 100 per cent or 70 per cent variable? 
8 A. I have not reviewed the statutes. 
9 Q. What test did you make to find out whether 


10 this was a sound factor that you were applying? 


A On taxes? 
1i 

Q. Yes. 
12 

A. There were two tests, Mr. Frawley. The 
13 

first test was to take the total property municipal taxes 

14 paid in the provinces and prairie and Pacific regions less 
15| the taxes on the solely related lines. These were 


16 allocated on a gross ton basis between passenger and freight 
17|| service. The freight portion of this was then distribute 
on a net ton basis between grain and other freight traffic. 
The taxes on the solely related lines were added back to 
that freight apportionment, and we came up with a slightly 


higher figure than the amount charged in the precis 


21 , 

against the property taxes. That was one test. 
22 An additional test -- and Mr. Edwards can speak 
23 to this better than I can -- is the relationship of traffi 


=) 


94) in general expenses to railway operating expenses over a long- 
: 4 1 ; snmant of 
25 term period, and this was basic to the developmen ot 


Variability for the group of expenses as a whole. 


26 r 
Q. Does that mean that if I take any smali 
a 2 ¥ 4. 
branch line in the province of Alberta, where there 1S nov 
28 
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TORONTO, ONTARIO 


a passenger train -- there hasn't been one Lor, Bay, 
perhaps a couple of years a, nevertheless, site Lirese 
step was to apportion these taxes to that municipality, 
that you then allocated Something against passenger of 
that $1000 per mile tax? .. 

A. The taxes of the solely related lines 
were lifted out of the tax apportionment before it was 
made. 

Q. What variability factor did you apply with 
the traffic? 

A. That would be 100 per cent variability 
factor, with this particular category of traffic. 

Q. If you take that same solely related 
line I talked about yesterday, from Cremona in the Cross- 
field section of Alberta and the main line of the C. N. R. 
and that is a solely related line, you say if that munic- 

Pesisty -- just the one municipality would be there -- 

and if they have a tax against the 20 miles there on the 
basis of $1000 per mile under The Railways Assessment Act 
of Alberta, which has been there since 1897, perhaps befor 
the line was ever built, you say notwithstanding that 

fact you have put that down as 100 per cent variable with 
the traffic. 

A. With the study traffic. It is a solely 
related line. 

Q. I put it to yo, Mr. Stenason, that you have 
to pay that tax based on $1,000 of assessment per mile, 
you are required to pay it whether or not a Single car 
of grain goes over that line in any year and in any month; 


you still have to pay that tax. 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 12162 
TORONTO, ONTARIO (Fr aw ley ) 


A. We are talking about the line as a whole. 

Q. I am talking about that branch line. 

A, Yes, the tax would -- 

Q. If you pay just a few dollars -- I don't 
know how much it would be (depending on the mill rate) -- 
but whatever few dollars per year you did pay to the 
municipality at Cremona for that 20 miles based ona 
maximum assessment of $1000 per mile, I put it to you that 
you would pay that regardless of whether a Single car move 
over that track, and Poe Still say it is 100 per cent 
variable with the traffic. 

A. With the category of traffic under study. 
It is a solely related line. 

Q. Will you take another line. I am looking 
at this map, but any map will do, showing your lines in 
Alberta. There is another line that is not solely 
related. Take the line that runs from Halkirk to Cordel. 
Now, that is not a solely related line? 

A. Hoe sir’, 

Q. Now, I assume the same thing, that there iis 
&@ municipality there collecting taxes from the Canadian 
Pacific Railway on the basis of a maximum assessment of 
$1000 per mile. I put it to you that that tax is payable 
whether you run passenger trains or no passenger trains, 


| 6rain cars or no grain cars; whether you have a dollar's 


24 worth of business from one year's end to another, you 
Bvill pay that tax. 

A. Well, the tax would be paid on that, 
presumably. 


Q. Paid on what? 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, Cl~CxX.s 12163 


TORONTO, ONTARIO (Frawley) 
1 

D A. Based on the $1000 per mile. 

3 Q. I put it to you, how can you reconcile tha 


with the proposition that it is 100 per cent variable with 
traffic? I may be just completely stupid: I cannot 

see avy relationship between the tax that you pay to that 
municipality in Halkirk for that 20 miles of branch line 
and variability of traffic? 

8 3 A, Well, it is a function of density again. 

9] The amount of taxes which are reflected in the Studies 

19/ Could be a function of density. 


Q. I am afraid you will have to explain that 


F to me. What do you mean by "function of density"? 

‘ I am talking about the tax on the line from Halkirk to 

. Cordel.. 

14 A. it is taken as a whole overall as a function 


IS] of density. It could be withestimates of traffic over th 


‘16 long-term that there would be an adjustment of these tax 


17 rates. 

18 Q. You insist on repeating it is a function 

19 of density, and I will have to repeat asking you how it is 
@ function of density on the line from Halkirk to Cordel. 

- bevit or 1s %t nota filtiction of density on the branch 

” line from Halkirk to Cordell? 

2 A. No, not on that particular line. 

23 Q. Now, have you also been made aware of the 


244) fact that the Canadian Pacific Railway Company pays no 
95| taxes on its main line from the point that it enters the 


| Province of Alberta at Walsh up to the time it leaves the 


26 

| . = 

| Province of Alberta somewhere at the summit in the vicinit 
27 

| Of Hector in the Rocky Mountains? 
28 | 


| pci wee. 000% ae 
fedd efioneset voy aso work Woy mime’. 

‘ |atiw efdsitsvy tae eq OOL ef oh dadd ¢ ogo 

 tonnso. I sbiquea wledefanos dent od eam ah 

gedd of yeq Noy. send -xsd ent neswied. g. . 

oni dondtd Yo eelta OS tadt yo® atste ok 

| ‘ToRYiend to yetls 

‘atege ‘(hensh Yo moksodut « et dt flew . #2. 

retbuse edd at betoelter ous dotdw eexsd Io Ja 

_ygtaneb 10 mottonu’ # od Bl 

jsdd otefgxs ot ever Iitw nox bistte mst P. i. 
¢"ydlaned to sottoau?” xd seem woY Ob tadW 

od aint sk mort emii eft ao xe ead tyods. onsite 


| 
| 
| 


| 

pie & as Lietevo elotw 8 es asiiat at dL | eA 

. das asvo ofttess to aodsmidas adtw sd bluoe is vidtened | 
x8 oeend ‘to jnemtewtbs as ed blyow stedd.dadt wre i 
| pea 
| no btonut @ et gf eutdseqox no dtetant oY f — 

et dt word voy gaites dreeqst of eved Ilitw I bas ava 


| .[ebyod of Aviiish mort sall sav mo ytiansb to no 
roasrtd ong no Ydtaneb to notdomyt-6 son vrei to Sf) 

| tLebrod o¢ aAthiflsH nowt | 

| Lomtl ‘eluektusq vadd ao dom .0M «A y 


edt to arswse ebsm aged oals voy evsd . wow 7 2 
of eysq YyoagmoD yeni heA obttost dethbsasd ed? daddy 
oft exodae ¢t tedd setog edd montt omtl atem ast ‘a4 ; 
ont eevesl df satd odd of qu daisW ts sizecLA to 
Jiatetvy ead at dime sit te oreriwertoe sdvsdia to Pert 
| » Taq bedaveM plooh end at 


ANGUS, STONEHOUSE & Co. LTD. Stenason, Cl=—Cxe. 1216 


TORONTO, ONTARIO (Frawley) 

1 

2 A. Yes, I am aware or that. 

3 Q. How much is represented by main line and 

, how much by branch line? I am speaking of the units of 
grain study traffic, and I put it to you that the figure 

; you have already put on the record is somewhere in the 

6] vicinity of 80 per cent. 

7 A. Yes. You have this in correspondence 


8| from me, Mr. Frawley. Now, that, I would like to point 
9 out, is on all main lines, secondary main lines, as well 


as the primary main line. 


10 
Q. Not, I put it to you, following that, 
P that the apportionment of taxes approximately of 
- $875,228 is an apportionment to grain of the total tax 
other than income taxes? 
14] | A. Yes. 
15 Q. Now, will you tell me how this apportion- 


16] ment to grain of $875,228 can be justified when the 
{7|| Canadian Pacific main line is tax exempt throughout its 


whole length in the province of Alberta? 


18 
A. I can only refer again to this test in 
19 
Which the taxes in the Pacific and prairie regions, 
20 
the taxes paid were prorated first of all between passenge 
21 


and freight to get the freight portion and, secondly, 

22| within freight and grain and other types of freight traffi 
23] Which developed a proration of taxes which was greater tha 
4 the amount which has been charged for property and 


municipal taxes. 


25 
Q. You are simply putting on the record 
26 
| that which you put on the record a moment ago, and it 
af ; 
| doesn't seem to be responsive to my present question. 
ry 
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In view of the fact that the main line 
attracts in importance and units, grain study traffic, 
the main line attracts 80 per cent -- 

| MR, SINCLAIR: With respect, he told you not 
to make that statement. He said that the ratio was 


basec on main line but not just primary main line. 


(Page 12169 follows) 
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(Frawley ) 
1 
2 MR. FRAWLEY: Let us find out what kind of 


3] lines the witness is talking about? 


4 MR. SINCLAIR: He told you. 

5 MR. FRAWLEY: Well, I am sure he will tell 
6|| me again. 

7 Q. What are these other than main line s? 


8| Because I call your main line the one that runs from 

9| Medicine Hat, roughly, to Field. 

10 A. No. There is the northern main line 

11| which runs from Winnipeg up to Edmonton; Portage la 

12| Prairie to Wetaskiwin. 

13 Q. You are talking about the line that 

14)| runs from about Macklin on the Saskatchewan side into 
15|| Edmonton via Wetaskiwin? 
16 A. Yes. 

17 Q. That is the one from which recently you 
18] have been allowed to withdraw passenger service? 

19 A. Yes. Edmonton to Calgary. 

20 Q. You call the Calgary and Edmonton Railway 
21) @ main line? 

22 A. That is a secondary main line -- pardon 
23| me: It is a main line. The line runing from Dunmore 
24| through Lethbridge to the Crow's Nest in Alberta. 

25| The line from Fort Macleod up to Calgary. 

26 Q. That is part of the Calgary and Edmonton? 
27 A. Iam not certain of the ancestry of 

28| the line. Those are the secondary main lines in Alberta 
but there are, of course, secondary main lines in other 


Parts of the Prairies. 


iJ 
oO 


| eee | 
ited Titw ot wun me I tfew perorei ine 


temieit 


rh 
‘Caent! nism next? <0d90 eomit era tan 2 ; 


sort anu tad¢ eno orit eatl atem toy Iiso I 9a: Ph 
Lbistt of efttguoy ISH o ot 
% - 


enti akem mvedtvon edd at oredT off A 


af —- pnosomba of au geqtantW mont anus ao 
atwistesdew ot ef: , % 
dens anil ott dvode anratet ane poY a) | 
osnt sbta nswedotesies’ ou? m0 at{aosM suods 
Cubwixeatew stv nod: 

.as¥ .A 
wou yitneoe: dotfw mort ecto ent at aa a 
feaivnes Tesmesesq warbdoiv ot nilorta 3 
.yegisd of notmomb& .aeY .A : 
ysnlieh notnombha bas yreagled etd [fs0 woY .9 
Teatl sti 
nobrsaq -- att atem y1sbaovee s eal sant vA 7 
exons mort eatons enti etf .enti alsm s wh 
-sivediA nt Jae a'word ent ot — 
vase fed ot qh boslosM ‘tot ‘mot? « 
Tnottombi has yiseiisd ed¢ to d1sq at teat 0 : 


to yateeons edt a missxeo Jom ms 5 all : 
“rota at Gens am cusbacons od enn es 


ee 7 
, b 4 
.. oe % 


oe Batis ro 
—, 1 ni =) a 
Meciieeee, an 


¥, 4 


ANGUS, STONEHOUSE & Co. LTD. Stenason er-ex 12170 
(Frawley ) 
1 
2 THE CHAIRMAN: For the record, what is the 
3| one in Saskatchewan? 
4 MR. STENASON: In Saskatchewan that is a 


5] portion of the northern main line which passes through 
6] Saskatchewan, plus the line from Pasqua near Moose 
7| Jaw down to North Portal; that is a secondary main 

8/ line. In Manitoba the line to Amerston as well as 

9] the northern part of that line which is in Manitoba. 
10 MR. FRAWLEY: Q. Mr. Stenason, I have 

11] another question for you: Will you tell me the 

12| percentage of the service units that are to be 

13| allocated to movement from Calgary to Coquitlam and 
14) from Winnipeg to the Lakehead? What would be the 

15) percentage, because that is certainly main line -- 

16/ that is main main line. What percentage of the study 
17| traffic and the cost of moving it would be attributed 
18 to those lines -- Winnipeg to the Lakehea’ east, 
19| and Calgary to Coquitlam west? 

20 A. Do you have a figure in front of you, 

41| Mr. Frawley? 

22 Q. No, I do not, or I would certainly give 

3! it to you. 

24 A. pproximately one-third of the total volume 
25! of grain moves to Vancouver, and approximately two- 

26 thirds to Ford William. 

a7 Q. No, that is not the figure I meant. I 

28 am sure you will get the figure for me. I want to know 


what percentazve -- perhaps the more intelligent 


| Way to do it is to ask you to look at Page 13 of your 
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own exhibit, C. P.VII. You will fina there a table 
showing the units of transportation service of the 
study traffic. The revenue ton miles--what percentage 
of the portion of that figure, which is 15037, 405, 
what part of it would be represented by the movement 
Calgary to Vancouver and Winnipeg to the Lakehead? 

A. We will have to develop that. 

Q And the same thing for the gross ton 
miles and loaded car miles and all the other units 
set out on that table on Page 13. 

MR. SINCLAIR: With respect, Mr. Chairman, 
While the witness has said he can do it, we can do a 
lot of work and we have done a lot of work, but whether 
this is necessary for any useful purpose, or 
whether it could be done by the people themselves - 
but, I think the purpose of it should be stated, 
and I don't think we should just willy-nilly be asked 
to do things. I don't know how much work is involved. 

MR, FRAWLEY: Let us see how willy-nilly 
this is. The witness comes into the box and admits 
insofar as the kind of taxes which the C.P.R. pays 
to the municipality in the Province of Alberta under 
the two statutes that he really didn't know about 
those two statutes. I called to his mind the fact 
that the main line of the Canadian Pacific Railway 
Company is exempt through the Provinces of Alberta, 
Saskatchewan and Manitoba. Naturally, I would like 
to know how much of those taxes that he has assigned 


to grain as being 100 per cent variable, or 70 per cent 
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4 2| variable, is attracted by the main line of C. Po, 
3] I suggest that the breakdown and the information I 
4] am now asking for is directly pertinent to his 
5] very answers in the box this morning, and that is 
6] the reason why I thought we should have that figure. 
‘| THE CHAIRMAN: Can you give the answer, Mr. 


8| Stenason? 


9 MR. STENASON: Not at this point. 
10 THE CHAIRMAN: Can you give it at all? 
i1 MR. STENASON: Yes. We would have to go right 


12/| back into our working papers and split out all of 


13| these things. 


14 THE CHAIRMAN: Would it mean a great deal of 
15| work? 
16 MR. STENASON: I would estimate that it would 


17| mean probably about three days. 
18 MR. SINCLAIR: With all due respect to my 
19| friend, why do you have to have all the things he 
20|| asked for to do that? There are other ways that can 
21| be done very, very much more simply, and I am sure 
22], could be suggested to him. We are quite prepared, 
23/ Mr. Chairman --- 
THE CHAIRMAN: Well, the parties, I think, 

can get together. 
% MR, FRAWLEY: Mr. Chairman, it is just as 
27 Simple as this: It seems to be a pretty obvious 
28 | thing that it would necessarily follow that as to the 
29 part of the lines of the Canadian Pacific Railway, 


where they are paying no tax -- and thanks to the 
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2| keen contest the Canadian Pacific put up in the 

3 Privy Council, not even business tax can be 

4| assessed. Because they pay no taxes on the main line 

5| of any kind -- they pay in British Columbia but we 

6| won't discuss why they should do that and not in 

7| Alberta, Manitoba and Saskatchewan, but they do not 

8| pay in Alberta, Manitoba and Saskatchewan. Because 

9| they do not, what is this question about 100 per 

10| cent variable, or 2 per cent variable? I am calling 

11} that to the attention of the witness and I think the 

12| Commission is entitled to know to what extent that 

13] takes care of these taxes apportioned against grain. 

14 MR. SINCLAIR: In light of the charter 

15| exemption on the main line, as defined in the statutes, 
16) and in light of the fixed assessments that are 

17| involved in certain of the Western provinces, I think 

18] we should take a look at this, Mr. Chairman, and see, 

19| by giving weight to those, whether the figure in the 

20| cost study should be changed and, if so, we will 


21| be very glad to do so. 


22 MR. FRAWLEY: I Will accept that. 

23 THE CHAIRMAN: We will agree on that. 

24 MR. FRAWLEY: Yes, we certainly will. 

a5 MR, SINCLAIR: I will send a memorandum to 


26| the Commission. 


27 MR. FRAWLEY: Well, that is just put on the 


top shelf for the time being. 


a5 MR. SINCLAIR: I don't know what that means. 
| 
| MR. FRAWLEY: It means I am not going to 
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pursue it at all. Perhaps I am too hopeful -- it 
means this may drop out of the cost study altogether, 
which is what it should do. 

MR. SINCLAIR: I can assure my friend taxes 
can not drop out unless Something goes in, 

MR. FRAWLEY: When my friend got up the last 
time he spoke and used language which indicated he 
knows this subject very well. He spoke of taxation 
and the effect of the charter exemptions. That is 
the problem, and my friend knows it very well. 

THE CHAIRMAN: Where are we now? 

MR. FRAWLEY: We are leaving that subject now. 

MR. SINCLAIR: I am preparing a memorandum 
to take that fact into account. 

THE CHAIRMAN: Fine. 

MR, FRAWLEY: Q. Would you look at your 
annual report for 1958, Mr. Stenason? 

A. What page are you at? 

Q. Page 18. I am reading there a bit on Page 
18 beginning with the reference to automatic block 
Signals: 

"Automatic block signals were installed on 

53 miles of road bringing to 3,267 the 

total mileage so equipped. The installation 
of a centralized taffic control system was 
completed on an 87 mile section of the line 
between Montreal and Toronto which permits 
the direction by means of remotely controlled 


Signals and switches of trains over the main 
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; 2 line or into Sidings, thereby increasing 
3 the efficiency and capacity of the line. ‘ 


4 This was written on March the 9th, 1959 and I suppose 
5 there has been considerable improvement in those 
6; things since then -- considerable extensions of 
7| those installations? 
8 _ MR. SMITH: There has been some extension, 
9| Mr. Frawley, 
10 Q. That statement there shows that installation 
1i]/ of modern train control systems vary from region to 
12| region and from subdivision to subdivision? 
13 A. Yes, they would presumably reflect 
14| the density and operating conditions across the 
15] system. 
16 Q. Well, as a matter of fact, you are 
17| answering my question, and it is not whether it is 
18] implicit in that, or it is just sort of common sense: 
19/ the installation of your train control systems, 
20| your new train control systems, vary from region to 


21| region? 


2 A, Yes, they do. 

23 Q. And from subdivision to subdivision? 

24 A. Yes. 

25 Q. Some have them and some don't have them? 
26 A. Yes. 

a7 Q. And it follows, doesn't it, that the 


28) irreducible minimum maintenance per track mile for 
29] a subdivision with these modern devices far exceeds 


| the minimum maintenance which is required for what 
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1 might describe, without being too poetic, as a 
little, backwoods, run-down streak of rust. 

A. That is a terrible way to describe a 
branch line. 

Q@. Especially a Canadian Pacific branch line. 

MR. SINCLAIR: Especially vite we are paying 
$1,000.00 a mile. 

MR, FRAWLEY: Yes, but my friend was very 
happy to keep on paying that $1,000 a mile and never 
challenged it at all. He only challenged it when 
Saskatchewan wanted to make it two, three, or four 
thousand. 

MR. SINCLAIR: My friend is now helping me 
and saying there is variability in some of these. 

MR. FRAWLEY: When you take this second look 
you will bring it all out. We will hand it on to 
Saskatchewan, because they are absent. 

MR. STENASON: I would say thereis a minimum 
of signalling on the branch lines because of the light 
density, and that the more extensive signal systems 
on main lines are a function of the density over the 
main line, and that the irreducible minimum level 
of maintenance, the figure of irreducible minimum 
level of maintenance that we are really concerned with 
is the level of maintenance in which all effects of 
density and of volume have been removed, and therefore 
the signalling system would come from volume. It would 
mot be part o* this irreducible minimum level of 


maintenance. In other words, given a long period of 
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adjustment and assuming that the traffic volume 
on a very heavy density line were to disappear 
almost, then, over the long term, the signalling 
system would disappear, and so forth. 

Q. To borrow a colourful phrase from my 
friend Mr. MacKimmie, let us be sure we are on the 
same wave-length: The irreducible minimum level 
for a track mile out in Southern Alberta -- out in 


Manyberries -- I put it to you, is less than the 


irreducibie minimum level of maintenance per 
track mile for a subdivision, say, that runs between 
Winnipeg and Brandon? 

A. No, I would disagree because the concept 
here is the long-term adjustability, and if we had 
the same traffic volume between Brandon and 
Winnipeg as we had in the south --- 

MR. SINCLAIR: In the Manyberries. 

MR. STENASON: Yes. ...then I would expect 


the same level of maintenance expense. 


Page 12179 follows. 
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THE CHAIRMAN: Gentlemen, Mr. . Frawley was 
called to the telephone. I might say that the Commission 
has agreed that we shall sit in July in Montreal rather 
than the city of Ottawa. 

MR. SINCLAIR: Thank you very much. I know 
that the decision of the Commission is at the request of 
counsel in which we all concur and we appreciate the 
consideration that you have given to us in that regard. 

There were some requests made and perhaps I 
can take advantage at this time to answer some of those. 
The people who are with me have dealt with these and 
“while Mr. Frawley is away I can perhaps give some of this 
information. 

Volume 66, page 11676, line 18: 

Oy Can you tell us how far back you went with 
this time series analysis? 
A. There was no time series analysis on locomotive 
repairs. The time series analysis on freight cars 
was taken back to the mid-thirties -- I will have 
to cheek that.” 

There were some other questions and he was 
asked to check it and Mr. Stenason has done so and informs 
me that the time series analysis worked from 1926. 

Volume 66, page 11684, line 14: 

"Q. And where the taxable property is located by 
provinces. 

MR. SINCLAIR: You mean by amounts and by provinces? 
MR. MAURO: Yes, amounts would be fine. 
MR. SINCLAIR: We have to break them out. 


THE WITNESS: We have to prepare that for you, 
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"particularly in the breakdown by province." 

The breakdown is provided in schedule 19, 

D. B. S. report 1958, that is the document to which I was 
referring and it is all there. 

In volume 67, page 11858, line 5, over to page 
11860, line 19. 

COMMISSIONER BALCH: What page? 

MR. SINCLAIR: Volume 67, page 11858, line 5 
and it goes over to 11860, line 19. I said it was under 
four per cent and Mr. MacKimmie asked me to calculate it, 
he would take it that it was under four per eént, and 
I take it this is the actual return earned and not the 
permissive level or anything of that nature, actual return 
earned. 

THE CHAIRMAN: I think that is what he meant. 

MR. SINCLAIR: He said he would take it as 
under four per cent if it was not under three, and I told 
him I would give it to him. I think it is in the report 
and I have not tried to make it very fine, but it is A tes 

In volume 67, page 11868, line 15: 

"A. Fort William, the active car days are 17.5, 
and Vancouver 23.4. Now, to that is added an 

idle ratio to reflect the days during the year that 
the car is idle. I haven't worked out the idle 
ratio separately for the two movements. I can do 
that if you like." 

The idle ratio is 58.14 per cent, that is the 
answer. 

Volume 67 at page 11904, line 7, and this is 


Mr. Mauro: 
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"Q. I am advised that 80 per cent to 85 per cent 
of the crew wage and fuel costs on the branch line 
way trains are incurred in road movement rather 
than switching, as you yourself have computed them 
in the study? 
A. I would have to check these figures, Mr. Mauro.|" 

The figures have been checked and the suggestion 
made is correct. 

| Volume 67, page 11950, line 20: 
"MR. DICKSON: Q. Did I understand the answer to 
the question as to the average time for a car of 
grain moving from Winnipeg to Fort William to be 
four days? 
i Well, this was an initial -- well, we will 
have to get that for you." 

Then also at line 29: 

"I wonder if you could let me have that figure, 

also the most rapid movement that you would normall 
expect, and the most lengthy time that might elapse 
in the movement?" 

Now, Mr. Chairman, we have made certain checks 
and I think what I can say here is that as was brought 
out atanother time by Mr. Mann, there is confusion as 
to average times between the points mentioned and what I 
think you said ideal running time. 

COMMISSIONER BALCH: I notice something in 
there too that I was supposed to have said that should 
be changed: 

"I understand, again, that you fill out at Winnipeg 


with grain -- fill out the simple train with grain?|" 
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1 
2 It should be 'symbol'. 
4 ~ MR.’ SINCLAIR: There are a number of times in 


4 the transcript that the word ‘simple' comes in. We hav 


put in errata sheets in a number of places, 


‘ line 29, volume 67, 11950 -- Murillo to 

: Fort William -- we have taken that, as Mr. Chairman will 
s know, as a station close -- that happens to some figures 
8 we have and I think it meets the point. 

9 THE CHAIRMAN: Very close. 

10 MR. SINCLAIR: Running time under scheduled 


11] time 3.5 and number of days, date loaded to date unloaded 


12 Oe fs 
3 Volume 68, page 12031, line 2: 
"Have you got comparable figures for 1957, say, 
14 
and 1959?" 
15 


This is the question of empties and I think the 
16 Pigures in the record for 1958 were 20,000 and 5,000 -- 

17| we could not get them for 1959, as we pointed out, 

18 for 1957, 23,500 and 2,800. 


There are still a few things to be done. 


i 

; MR. FRAWLEY: Q. Now, Mr. Stenason, on this 
j question of comparing minimum maintenance, perhaps it 

‘ would be most useful if we just shifted to another part 
? of your line and let us compare the Carberry subdivision 
23 


With the subdivision between Field and Revelstoke and I 
4) think it is called the mountain subdivision. 

45 MR, SINCLAIR: Perhaps Mr. Bentham could 

26 | answer the question. 


27 | THE CHAIRMAN: Very well. 
MR. FRAWLEY: Q. Now, will you give me or 
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2); would you give me the same answer, is the irreducible 
3 minimum maintenance cost on the mountain subdivision 


and on the Carberry subdivision identical? 


4 
: MR. BENTHAM: ves) S4r In view of the fact 
that what is contained in this irreducible minimum 
6 ; 
maintenance cost I think it igs equally applicable to both 
7 


subdivisions regardless of the different terrain through 
8] which they operate. 

9 Q. There is a qualification that you found 
10| necessary to make. What do you mean by "in view of 


what is contained in this irreducible minimum maintenance 


‘ cost "2? Iam just talking to you as the superintendent 
* a’ track? 

» MR. SINCLAIR: Engineer of track for the 

14 Canadian Pacific system. 

15 MR. FRAWLEY: Well, Mr. Bentham, I do not knov 
16| anyone that will be better informed. Now, regardless 


17; of Mr. Stenason's sophisticated language, would you pleas 
18 tell me whether or not the minimum maintenance per mile 


of track on the Carberry subdivision which runs between 


° Winnipeg and Brandon is the same as that on the line which 
° runs roughly from Field to Revelstoke -~ is that what you 
4 call the mountain subdivision? 
a MR, BENTHAM: Yes. 
3 Q. That is the mountain subdivision? 
24 MR. BENTHAM: Yes. 
25 Q. The Laggan subdivision is from Calgary to 
6 Field? 
| MR. BENTHAM: That is right. 
| Q. What is your answer to that? 
28 
29| 
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‘MR. BENTHAM: My answer is that this minimum 
maintenance reflects the maintenance cost that would be 
incurred in order to keep a line in operating condition 
with a negligible amount of traffic actually operating 
over it. 

Q. I won't try to repeat your words, but 
those words you have just used are equally applicable 
on the Carberry subdivision as the mountain subdivision? 

MR. BENTHAM: Well, yes, sir, if there is 
no traffic moving over either subdivision or a negligible 
amount , it has none of the expenses which are incurred 
as the result of traffic operating over it and I am 
considering now your surfacing and lining and the wear 
and tear on the track itself, they are not going to Be 
incurred in either territory if no tiaffic is operating. 
The expenses which are incurred are such expenses as 
keeping the track free of weeds and brush and maintaining 
your highway crossings, maintaining your switches and 
turnouts and such items as that which are not affected 
to any extent by traffic or by the type of terrain throug 


which the track goes. 


Q. Are you saying that the number of dollars 
that you would spend for irreducible minimum maintenance 
in the Carberry subdivision are identical with the number 
of dollars you would spend on the irreducible minimum 
maintenance on the mountain subdivision? 

MR. STENASON: Where no traffic was operatin 
I would say, yes, sir, that is what the irreducible 


minimum maintenance cost is intended to reflect. 


Q. Well, now, I understand that the amount 
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we were looking for is the number of dollars that had to 
be spent to make the subdivision operable, If you are 
talking about that kind of expenditure of money, are 

you saying that the Same number of dollars would be spent, 
would have to be spent on the Winnipeg branch as against 
Field to Revelstoke? 

MR. STENASON: I do not see any reason why 
not, sir. 

Q. Bi. Coen. Now, Mr. Bentham, that amoun 
is right at the figure of $9,672.85 which we find in 
Exhibit 67 revised, line 12 -- I have given you the 
wrong -- it is $1,379.78. 

MR. STENASON: That is the developed unit 
cost including all your supervisory and overhead expenses 
it is not the -- it does not in any way or, closely, I 
should say, reflect the actual costs which are incurred 
out on the line because, as you realize, you have your 
supervisory overhead and depreciation expenses included 
in the amount. 

Q. That is right, but it is the irreducibl 
amount that is necessary to make the line operate? 


MR. STENASON: Yes, sir. 


(page 12189 follows) 
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Q. And it is the same amount for the 
mountain Subdivision as for the Senasors Subdivision. 
MR. BENTHAM: Yes, other conditions are 
reflected in the unit cost of unit of traffic which we 
have taken as eas ton miles. 
Q. Now, Mr. Benthem, are you aware and are 
you familiar with the exhibits which were filed by 
Canadian Pacific in the mountain differential case? 
MR. BENTHAM: No, I am not familiar with thes 
Q. The first one I am going to show you 
is Exhibit 40, and as there is only one copy of each 
i Will give it to you. L.call your attention to the 
fact that it Baie 1086's that treating with account No. 20 
and account 206, 208 being bridges, trestles and culvert A 
and 206 being tunnels and subways, the cost per mile of 
road, B. C. against prairie, is 1943 there was an 
excess cost per mile of road of $98.64, excess of 

B. C, over prairie, B. C. being $125.66 and prairie 
$27.02; and not reading 1944, 1945, 1946 and 1947, the 
concluding figure is a five-year average, and the cost 
per mile of road, B. C. $110.98, prairie, $27.45, an 
excess in British Columbia of $83.53, and that is on 
account No. 208. Giving a five-year average, account 
No. 206, tunnels and subways, in British Columbia it 
was $33.15, prairies, $0.70, with an excess to B. C. 
of $32.45. 

THE CHATRMAN: I understand that was filed 
in the mountain differential case. 

MR. FRAWLEY: Yes, and I am going to file it 
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Q. I will show you Exhibit 98 filed in the 
mountain differential case, and Exhibit 98 which I have 
in my hand and which I will show you shows that more 
expense was incurred for renewals per mile of track -- 
that was the subject matter of this particular exhibit; 
it is called"Ties Laid in Track Previously Constructed", 
and the period covered was 1932 to 1947. ExPue sit 16 
you, Mr. Stenason and Mr. Bentham, that more expense was 
incurred for renewals per mile of track in mountain terri- 
COry . For example, in British Columbia the total for 
the 15 years was $3,986.00, new ties per mile in the 
period 1932 to 1947; in Manitoba the new ties per mile 
were $2,108.00; in Saskatchewan $2,563.00, in Alberta 
$2,972.00, and the British Columbia figure again, $3,986.0 

Tne next exhibit I want to call to your atten- 
tion is Exhibit 100 in the mountain differential case, 
and that was described as Canadian Pacific Railway 
Peepany : Tons of New Rail Laid in All Tracks, 1932 to 
1947, and that shows that over the period 1932 to 1947 
the percentage of track miles laid to miles maintained 
was; British Columbia, 37.20 per cent; Alberta, 18.75 
per cent; Saskatchewan, 12.43 per cent; Manitoba, 16.85 
per cent. 

Now, the first thing I would like to do, 

Mr. Chairman, is to have these marked as exhibits in 
this proceeding, and then we will hae them dealt with. 

THE CHAIRMAN: Now, these exhibits were filed 
| on behalf of -- 
| 3 MR. FRAWLEY: They were filed on behalf of 


Canadian Pacific when they were endeavouring to show 
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that it cost a great deal more to operate the Canadian 
Pacific in the mountain territory and therefore the 
mountain rates should not be removed from the rate 
structure, and they were not successful in that. 
Exhibit 40 in the mountain differential case 
Will become Exhibit 134, and Exhibit 98 in the mountain 
differential case will be Exhibit 35, ana Exhibit 100 
in the mountain differential case We be Exhibit 136, 


---EXHIBIT NO. 134: Exhibit 40 in Mountain 
Differential Case. 


---EXHIBIT NO. 135: Exhibit 98 in Mountain 
; ; Differential Case. 


-~--EXHIBIT NO, 136: Exhibit 100 in Mountain 
Gia anes sae amaaaal Differential Case, 

MR. FRAWLEY: Q. Now, I put it to you, 
Mr. Bentham, that it follows that if the normal maintenance 
which is the subject of these costs, is higher on the 
mountain subdivision than on the Carberry subdivision, 
which is abundantly clear from the exhibits Piled, then 
the irreducible minimum which Mr. Stenason has developed 
for the purpose of putting against grain, putting costs 
against grain, is also necessarily high. 

MR. BENTHAM: I don't agree that that neces- 
Sarily follows, Mr. Frawley. 

Q. Does it follow at ail? You simply say 
it does not follow or it doesn't necessarily follow, 
Which means it may follow or it may not. 

MR. BENTHAM: I would say that it does not 
follow. 


Q. You would say that it does not follow. 
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MR. BENTHAM: Just because the total expense 
in one territory are greater than the total expenses 
in another territory is no reason why there should be 
any difference in the irredicible maintenance cost. 

Q. Mr. Bentham, you are not agreeing with me 
that these exhibits were filed by the Canadian Pacific 
in the mountain differential case to show that there were 
costs in operating the railway in the mountains which did 
not exist in the prairies? 

MR. BENTHAM: I will agree with you that the 
operating and maintenance costs in the mountains are 
higher than they are in the prairies under certain con- 
ditions, but the irredicible maintenance cost is not 
reflected in that condition. 

Q. This irreducible cost is just a sophis- 
tication which comes out of Mr. Stenason's study. 

MR. BENTHAM: Yes, and a good one. Midon 't 
know in what light you are using the word "sophistication 
It is a quantity which evolves from the multiple 
regression analysis. 

Q. And it gets back to that business of 
Size related costs. 

MR. BENTHAM: I think that is what we are 
discussing. 

Q. This is the thing that we don't find in 
any proceeding before the Interstate Commerce Commission 
that anyone can tell us about. 

MR. BENTHAM: Well, I am not familiar with 


any proceedings before the I. C. C., sir. 


MR. STENASON: We have Dr. Edwards here. 
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MR. FRAWLEY: Dr. Edwards is not on the stand. 

MR. SINCLAIR: No, but I think this was con- 
trary to the evidence given, that there was this factor 
in the I. C. ©. proceedings, the grain case and the 
divisions case. 

MR. FRAWLEY: Q. this 18 the first time that 
anybody has ever attempted to develop the costs of moving 
export grain in western Canada by this method. 

MR. BENTHAM: Well, I am not qualified to mak 
a 'yes' or 'no! on that. 

Q. I put it to you that the only other 
studies that have been made so far to cost grain in 
western Canada, if they were made, were made under the 
wees COC. Tormula. 

MR. BENTHAM: All I can say is that this is 
the first study I have been connected with, and I am 
not familiar with the cost of grain in western Canada. 

Q.. That applies also to Mr. Stenason. 

MR. SINCLAIR: We put this on the record. 

MR. FRAWLEY: This is cross-examination. 

If you would be so very kind as to bear with me. Lt 

is all very well your questioning me and telling me this 
Was put on. This is a pretty difficult task, examining 
these two expert railway witnesses. 

Q. Am I not right, Mr. Stenason, that this 
is the first cost study for costing the grain moving to 
export positions in western Canada that you have been 
connected with? 

MR. STENASON: Yes, that is correct. 

‘im Now, Mr. Bentham, I want to ask you a 
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question, because you are here as engineer of track. 
You are not the author of this cost study, Mr. Bentham? 

MR. BENTHAM: Oh, I don't have that honour, 
Ar « 

Q. I-compliment you on putting it that way. 
But you are the engireer of track and you know what it 
costs to maintain vwue line from the Dominion Atlantic 
to the Northern Alberta Railway. 

MR. BENTHAM: Well, we have an awful lot of 
track on the railway, and I can't tell you the cost of 
the whole track, of the 23,000 miles we have on the syste 

Q. But it is your job to superintend the 
maintenance of that track? 

MR. BENTHAM: In a broad sense. 

Q. In a broad sense; in a Windsor Station 
sense. 

MR. BENTHAM: I am engineer of track. = 
am not a track supervisor and I am not a track maintainer 

Q. It all channels back to you, doesn't it? 

MR. BENTHAM: I wouldn't say it all channels 
back to me. | The more important matters do channel back 
to me. 

Q. Examining from the standpoint of the 
day-to-day knowledge that you have of the operations of 
Canadian Pacific Railway and the monies that you spend 
on this subdivision, that subdivision and the other 
Subdivision, are you saying that the irreducible minimum 
for track maintenance of the Carberry subdivision and 


the mountain subdivision are the same? 


MR. BENTHAM: The irreducible minimum of the 
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maintenance cost of the two are the same, yes, 

Q. You have the curves and the grades in 
the mountains that you haven't got on the Portage plain. 

MR. BENTHAM: That only comes into account 
when you start operating traffic over those lines. 

Q. You are operating traffic in the Carberry 
subdivision and the mountain subdivision now. 

MR. BENTHAM: But the irreducible maintenance 
cost does not reflect conditions under which bRariicnis 


operating. 


(Page 12199 follows) 
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Q@. Do you have any worse experience for 
washouts and rock falls on the Mountain Subdivision 
as against the Carberry Subdivision? 

MR. BENTHAM: Well, it would certainly have 
more rock falls and snow slides. I don't think 
we have ever had a snow slide there or a rock fall; 
we have had washouts on Carberry, though. 

.Q. You have had them on the Mountain 
Subdivision? 

MR. BENTHAM: Yes. 

@. And on the Laggan Subdivision? 

MR. BENTHAM: Yes. 

Q. This irreducible minimum we are talking 
about deals with such things as fences and snow sheds. 
Do you say the irreducible minimum is the same though 
not more on the Mountain Subdivision than on the 
ovarvy Subdivision? 

MR, BENTHAM: Provided both subdivisions 
are fenced to the same extent, or to a comparable 
extent, I would say all maintenance costs of these 
fences, once they are installed, would be relatively 
the same. 

Q. I am talking about snow sheds. 

MR. BENTHAM: Snow sheds? 

Q@. Yes, snow sheds; that is the word 
written in Exhibit 67. Is the irreducible maintenance 
cost of snow sheds the same on the Mountain Sub- 
division and the Laggan Subdivision as it is in the 


Carberry Subdivision or on the Manyberries Subdivision 
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in Southern Alberta? 

MR. BENTHAM: Well what T would say to that, 
Sir, is that on this regression analysis for account 
eel where we have a figure of $59.00 per mile of 
track as the irreducible minimum maintenance cost 
per mile of track, that particular account is explained 
by so many dollars constant expense plus so many 
dollars of expense per mile of fence on any particular 
line. That portion of the expense which can be 
explained by the miles of fence on the line is 
reflected in the unit cost per mile. or fence which 
evolves from the regression analysis. Any other 
differences in conditions which cannot be reflected 
by the miles of fence on those two lines will fall 
into the constant, if there are any other conditions 
etch cannot be reflected by the number of miles of 
fence. So, in that case, if you have snow sheds on 
the Mountain Subdivision and none on the Carberry 
Subdivision, I would say to you that there is no 
portion of the expense for maintaining the snow 
Sheds included in the irreducible minimum maintenance 
cont. 

Q. Well now, Mr. Bentham, you came here 
as the Engineer of Traffic, did you not? 

MR. BENTHAM: I did, sir. 

Q. And I observe that when I asked you 
the question, which I will put again -- are you saying 
that the irreducible minimum maintenance costs 


for snow sheds is the same or is not the same in the 
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sgintain Subdivision as compared to the Carberry 
Subdivision -- I put it to you the only way you could 
answer my question was to say that after you have 
applied the multiple regression procedure there 
may be some similarity. That was the substance 
of your answer to me, wasn’t it? 

MR. BENTHAM: I don’t quite follow you. 

Q. I put it to you, if I asked you, as 
an engineer -- which is what you are here for, as 
I understand it -- I put it to you that looking at 
the simple hard facts -- and you are very familiar 
with the terrain which I am talking about, the 
Mountain Subdivision runs from Field and on to Revel- 
stoke -- you are telling me that the irreducible 
minimum of operating snow sheds on that line is 


just the same as operating in Manitoba in the Carberry 


‘Subdivision. Jast forgetting Mr. Stenason and all 


his works, you tell me they are just the same? 
MR, BENTHAM: Snow sheds? No, sir, because 
we have no snow sheds on the Carberry Subdivision. 
Q. If Lgell you the maintenance costs, 


. 8F ~ Hp 
normal or minimum, are not they/same on the Mountain 


Subdivision as they are on the Carberry Subdivision, 


@® an Engineer of Track, will you tell me I am right 


about that ? 

MR. BENTHAM: I can't tell you that. The 
irreducible minimum maintenance costs on the two 
subdivisions that we have shown on these exhibits -- 


I can't tell you there should be any difference in 
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them on those two territories to which you refer. 

Q. Mr. Bentham, the purpose of the Canadian 
Pacific Railway's case in the Mountain differential 
was exceedingly simple: The Surcharge should 
remain on because the cost of operating the railway 
justified the surcharge. 

MR. BENTHAM: The actual cost? 

Q. Yes, the actual cost. 

MR. BENTHAM: Yes, sir. 

Q. Well, I am concerned with the cost 
that is going against grain, and I am certainly con- 
cerned with the actual cost, and not with some 
Sophisticated theoretical cost. So, let us talk 
about actual cost at the moment. 

MR. BENTHAM: Well, if we are talking actual 
cost, I don't agree we will have to overlook the 
irreducible minimum maintenance cost, because you 
can't say that one is the other. 

Q. That is not a practical day-to-day 
Situation. It costs so mich to keep the Mountain 
Subdivision -- so many dollars to keep it operable. 

MR. BENTHAM: Yes. 

Q. And it cost you so many dollars to keep 
the Woolford Subdivision operable in Southern Alberta 
which runs from Raley to Whiskey Gap -- it costs you 
So many dollars for that. 

MR. BENTHAM: Yes. 

Q. And I say there isn't any comparison 


between what it costs to operate these two subdivisions: 
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am I wrong about that? 

MR, BENTHAM: In actual cost, no sir, but 
there is ---- 

Q. No, I am certainly not --- 

MR. SINCLAIR: Let him finish: "but there 
aot" 

MR. BENTHAM: I say there is a difference 
in the actual cost of maintaining them. I say there 
is a difference in the actual cost of maintaining 
those two lines. There is no doubt about that. 

Q. And when you are taking a car of grain 
over the Mountain Subdivision, it costs you more 
than when you take a car of grain from this poor 
little line in Southern Alberta running from Whiskey 
Gap to Raley on the Woolford Subdivision? I cannot 
honestly understand your hesitation as the Engineer 
of Track for the C.P.R. 

MR. BENTHAM: I would say there would be 
more cost involved in the movement of a car of grain 
over the Mountain, Subdivision. 

Q. If the actual maintenance is very con- 
Siderbly more on the Mountain subdivision and the 
normal maintenance is very considerably more, I would 
like you to teil me why this thing you cali tne 
irreducibie minimum ievei of maintenance is not aiso 
avery great deal more on the Mountain Supodivision 


than on the Subdivision that runs trom Whiskey Gap 


to Raley in Southern Aiberta. 


MR, BENTHAM: Well, I think I have given you 
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the answer on that already. The difference is that 
the actual maintenance costs include costs which 
are incurred by the traffic operating over the two 
lines. The irreducible minimum maintenance costs 
do not reflect expenses incurred by the operation of 
traffic over the two lines, They only reflect the 
expenses incurred irrespective of any traffic operating 
over the lines. 

Q. Are you also concerned with the amount 
of investment that went into these two subdivisions? 

MR. BENTHAM: No sir, that is an accounting 
matter, 

MR. SINCLAIR: We now need Mr. Nepveu -- 
either Mr. Sternason or Mr. Nepveu. 

MR. FRAWLEY: Q. Mr. Nepveu, I was talking 
to Mr. Stenason about the installation of C.T.C. 
or automatic control that we find in some siibdivisions 
and we don't find in others. 

MR. NEPVEU: Yes. 

Q. I want to take two subdivisions and 
look at them with you. I want to look at the Carberry 
Subdivision first and will you tell me on that 
subdivision what is the per cent route miles 
double track. 

MR. SINCLAIR: You need Mr. Smith now. 

MR. SMITH: It is all double track, sir. 

MR. FRAWLEY: Q. 100 per cent is the answer, 
Mr, Smith? 


MR. SMITH: That is right. 
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(Frawley ) 
1 
2 MR. FRAWLEY: Mr. Smith is what? 
3 MR. SINCLAIR: He is the Assistant to the 


4) President of Operations, special studies, and former 
5| General Superintendent Vancouver, Moose Jaw; Superintendent 
6] Lethbridge, Medicine Hat and Calgary. 
7 MR. FRAWLEY: A kind of a junior Mr. Emerson? 
8] And I certainly don't mean any offence by that. 
9 MR. SMITH: I appreciate it, sir. 
10 Q. What is the per cent of route miles 
11/ automatic block signals on the Carberry Subdivision? 
12 MR. SMITH: I haven't figured that out, but 
13 approximately 50 per cent. 
14 Q. I think you are a little better than 


15! you should be: TI think it is 41.4, 


16 MR. SMITH: It could be. 
17 Q. What is the permissible speed of passenger 
18/ trains except, of course, for slow orders? What is 


19| the permissible speed on Carberry? 

i A. It is 80 miles. 

a Q. And for mixed and freight, I put it to you 
22/ it is 50 miles. 

- MR, SMITH: That is right, sir. 

a4 Q@. You carry, of course, main line passenger 
25 trains also over the Carberry Subdivision” 

es MR. SMITH: Yes, sir, we do. 

4 Q. Let us look at another subdivision, 

28 and I have already indicated by some of my earlier 

si questions the one I want to look at. I want you to 


look at Woolford Subdivision in Southern Alberta. 
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(Frawley ) 


That is one of Mr. Stenason's Solely related lines 
3] and consists of about 20 miles of track running 
4| from Raley to Whiskey Gap. Will you please tell me 


5| what is the per cent double track on that subdivision? 


6 MR. SMITH: No double track, 

7 Q. None? 

8} MR. SMITH: None. 

9} Q. Will you tell me what is the per cent 


10] automatic block signal System on the Woolford Sub- 


11] division? 


12 MR. SMITH: No double track, no automatic 
13| signals. 
14 Q. What is the permissible speed for passenger 


15/ trains on the Woolford Subdivision? 

16! MR. SMITH: There are no passenger trains on 
W7| the Woolford Subdivision. 

18 Q. What is the permissible speed for freight 
19! trains on that subdivision? 

20 MR. SMITH: Twenty miles an hour. 

at Q. And are you cware of the weight which 

22) the Woolrord Subdivision is permitted to take for 


23 diesel locomotives? 


24 MR. SMITH: I don't understand what you 
25 mean. 
26 Q. I put it to you that diesel units 


cu D.F.A. -- what does that mean? 
28, MR. SMITH: Diesel freight. 


29) Q. That has to do with the kind of controls 


—— in the cab, I am instructed? 
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TORONTO, ONTARIO 


(Frawley ) 
1 
¢92 MR. SMITH: Yes. 
3 Q. Wel, you probably know what I mean: 


4| DFA-16, sub-classes b,c and g. We may as well get 


5| this on the record, 


6 MR. SINCLAIR: We need Mr. Hayward now. 
7 
8 


Page 12209 follows 
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MR. HAWLEY: Well, without the $250,000.00 
and the two years, we are trying to do as complete 
an investigation of your investigation as we can. 

MR. SINCLAIR: And we are trying to he helpful, 
that is why we brought them here. 

MR. FRAWLEY: Always helpful. 

Q. I am putting to you, Mr. Smith, that 
diesel cars D.F.A. - 16b, ¢, g and D.F.B. ~ 16d must not b 
operated over the Woolford line, would you agree with that? 

MR. SMITH: Well I think that is correct but 
I will check it. 

Q. Without spending too much time. 

MR, SMITH: It will only take a moment. 

Q. All right, I was only asking a to 
estimate it. 

MR. SMITH: D.F.A. - 16b, ¢ and g and D.F.B. 

- 16b mus® not be operated on this sub-division. 

MR. SINCLAIR: I think it would save a lot of 
time - this is coming from requests that we have had 
from Mr. Frawley's consultants and all this information 
has been supplied to him. These questions are coming 
from the working time cards which have been in his hands 
and the diesel routing books and things of that kind. 

If he will just tell us where it is he is lifting the 
questions from we will say "yes" or "no", 

MR. FRAWLEY: I have only one more question 
and it would not have taken as long as your objection. 

Q. I will put another statement to you, I 
am submitting that the load of 75 ton cars is allowed 


to travel on the Woolford sub-division. 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, 12210 
TORONTO, ONTARIO (Frawley ) 


MR. SMITH: That is right. 

MR. FRAWLEY: And quite the contrary on 
the Carberry sub-division? 

MR. SMITH: That is right, sir. 

MR. FRAWLEY: Q. Now, I understand, and this 
may be to Mr. Stenason as well as to you, Mr. Smith, 
that the position which is taken to the effect that the 
same figure of $9,672,85 must be used both for the 
Carberry sub-division and for the Woolford sub-division 
as the net property investment associated with a track 
mile on a size related basis. 

MR. STENASON: With all of the influences 
of traffic volume removed from the investment. 

Q. With what? 

MR. STENASON: Influences of traffic volume 
removed from the investment. This irreducible minimum 
level of investment, you have a mile of track, you have 
this amount of investment. 

Q. Now, that assumes, it must assume, must 
it not, Mr. Stenason, that the Carberry sub-division 
is in the same condition, no better and no worse than 
the Woolford sub-division? 

MR. STENASON: No, not at all. The Carberry 
sub-division is in better condition because of the volume 
of traffic which moves over it and the additional invest- 
ment in the Carberry sub-division as a regult of that 
fact. 

Q. Iam only talking about net property 
investment, the net property investment associated with 


a track mile. Now, are you telling me that the net 
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ANGUS, STONEHOUSE & Co. LTD. Stenason, cr-exX. l22eil 
TORONTO, ONTARIO (Frawley ) 


1] property investment associated with the track mile is 
2] the same on that Woolford sub-division in southern 
3| Alberta as the Carberry sub-division? 
4 MR. STENASON: Are you talking about total 
5| net property investment per mile of track on the two 
6] sub-divisions? 
7 Q. I am talking about total investment, 
8] your own words in exhibit 67, gross property investment 
9! associated with miles of track. 
10 MR. STENASON: But that is: not the concept, 
11] Mr. Frawley. 
12 | Q. But those are the words, Mr. Stenason. 
‘ MR, STENASON: Well, this irreducible minimum 
14] level of investment --- 
15 Q. I think you have an irreducible minimum 
16] of level of investment on that line from Raley to 
17|| Whiskey Gap and you say you are comparing that to the 
18|| Carberry sub-division which takes all your modern trains, 
19 Oe dauver and freight. 
20 _ MR, STENASON: We are saying if one were to 
21| look at the investment per mile of track in the Carberry 
22| sub-division that it consists of two parts, the irreducibl 
23] level of investment in the sub-division plus investment 
24] which is there as a result of the volume of traffic 
25|| moving over the sub-division. 
26 Q. Mr. Stenason, what you are saying is 
27/ those are the main considerations that we have to give 
2%8/ to give any meaning to your multiple regression analysis 


29 | by which you have proceeded to cost grain in western 
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ANGUS, STONEHOUSE & Co. LTD. Stena son, cr-ex, 12212 


TORONTO, ONTARIO (Frawley ) 

1 MR. STENASON: § T think ‘that is the correct 
2|| concept. 

3 WY I have not reason to think that you do 


4! not think it is correct, I Simply say we must give all 
5] this kind of considerations which you have just outlined 
6| to give any meaning at all to what you had done in your 
7| study of costing grain in western Canada, 
8 MR. STENASON: That is the concept. 
9 THE CHAIRMAN: We will have a short recess now. 
10 ---Short Recess 
ii THE CHAIRMAN: Order, please. Mr, Frawley? 
12 MR. FRAWLEY: Q. Mr. Stenason, I suggest 
13] to you that this while if it is not ridiculous that it 
14| appears to be ridiculous to Suggest that the same dollar 
15] of investment represents size related costs in every 
16] situation irrespective of terrain, traffic, condition of 
17| traffic and traffic expectancy. Will you agree with 
18} me? 
19 MR. STENASON: In so far as the concept is 
20| concerned Mr. Frawley, and bearing in mind the way in 
21| which random influences excluded as 8 particular variable 
22], in a regression analysis where they are distributed 
23| randomly across the observations are obsorbed by the 
4! constant term in the equation, I would say that this 
| level of irreducible minimum maintenance and investment 
61s correctly interpreted as being the irreducible minimum 
47/level of maintenance or investment. 
28 | Q. Mr. Stenason, you heard Mr. Bentham agree 
| 


Dywith me that when you are talking about normal maintenance, 
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ANGUS, STONEHOUSE & CO. LTD. Stenason, cr-ex, LEZ 
TORONTO, ONTARIO (Frawley ) 


1} considerable’ between the Woolford sub-division and the 
Q| Carberry sub-division and the Mountain sub-division? 

MR. STENASON: of course, because of traffic --- 

Q. Just bear with me, I am putting my question 
to you, you heard me Say that. Now, because of the 
concept of multiple regression and the importance that 
you have attached to size related cost that you have to 
put aside this actual difference in expenses and this 
actual difference in investment and you have to say that 
putting those things aside and accepting the concept 
which is here of this cost study then there is nothing 
ridiculous about suggesting the same dollar of investment; 
that is what you are saying? 

MR. STENASON: I would not have accepted the 
concept if I had not tested it against actual cost and 
the actual investment on solely related branch lines. 

Q. Mr, Stenason, are you so enamoured of 
this concept of yours that you say it has to be eccepted 
regardless of the fact that we can find no justification 
for it in any of the earlier writings of the classical 
economistsor even the more modern economists than the 
classical economists. 

MR. STENASON: You used the word "relatedness", 
the concept, as I said yesterday, was used in cost cases 
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ANGUS, STONEHOUSE & Co. oS tenason, cr-~ex, 12219 
TORONTO, ONTARIO (Frawley ) 


MR. STENASON: I was Saying, Mr. Frawley, 
that the numberswhich are here of investment maintenance 
for the irreducible minimum levels have been tested by 
looking at the -actual expenses and the actual investment 
light density, very light density lines, which are the 
lines against which this cost applied. 

Q. But, Mr. Stenason, you have told me that 
this figure of $9,672.85 - that that dollar of investment 
is placed against all of these lines. 

MR. STENASON: Yes, it is buried in each of 
these lines. 

Q. All right, light density and heavy density? 

A, Yes. 

Q. All I suggest to you is that you have 
to depart from the actual and go to the theoretical 
before there is any validity to your concepts at all? 

MR. STENASON: I haven't departed from the 
actual. I have tried to mention a number of times the 
tests which were applied to this figure. 

Q. I don't want to labour it at all because 
I want to get on with the balance of my cross-examination. 
But I simply put it to you that if you have to admit 
to me that you used the same 95 thousand dollars for 
the investment in the Woolford sub-division, you have | 
used that same 95 thousand dollars in the Carberry % 
Sub-division on your main line, taking the full weight 
0n your whole Canadian Pacific Railway system, when 
you have to accept those vast differences and still say 
they are under your concept of irreducible minimum 


maintenance, then I put it to you that if that is ridicu- 
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ANGUS, STONEHOUSE & Co. LTD. Stenason, CPr=-@x, 12220 
TORONTO, ONTARIO (Frawley) 


lous, then the concept is ridiculous. 

MR. STENASON: TI have nothing to add, Mr, 
Frawley. 

Q. Have you found that all statisticians 
that are now practising agree with this concept, and 
particularly the method of the appliation of this 
concept? 

MR. STENASON: I don't know that I have 
discussed Se with all statisticians who are now pract- 
ising. We certainly discussed it with our own consultants 
our own statistical consultants. 

Q. All right. Now, I will pass to something 
else. Mr. Stenason, yesterday you said something to 
Mr. Mauro when you were discussing switching, and you 
told him that you derived switching costs at a particular 
location on the basis of individual switching elements? 

A. That is correct, Mr. Frawley. 

Q. So, accordingly, in a classification yard 
the switching time attributed to each car passing through 
that location was computed by dividing the number of 
cars handled at the location into the total of switching 
of engine time spent at the location? 

A, Mr. Mauro and I had a rather lengthy 
discussion upon the new switching studies which Canadian 
Pacific had done at the medium-size terminals, and I 
explained that we had counted in two categories the 
through cars handled and the time spent on those through 
cars and the local cars handled and the time spent by 


the switching engine in the classification yard on those 
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ANGUS, STONEHOUSE & Co. tro» vena son, cr-ex, 12221 
TORONTO, ONTARIO (Frawley ) 


Q. I would like you to direct yourself to 


just the movement of through cars. 

A. Very well, sir, 

Q. And the answer to my question as I have 
put it to you is that that is correct? 

A, That is correct, 

Q. Does this not rest upon the assumption that 
every car passing through the location gets the same 
service? 

a Well, let's have a look at the work that 
is done. The principle work done to through cars in 
classification is as follows: a change in the caboose; 
that has to be done on all cars on the train - at least 
that is something which is borne on all cars on the 
train. The switching out of all bad order cars. There 
again we are involved in something that has to be done 
on the train. Adding traffic to the train, that is cars 
which come in by one train and go out on another train. 
Any way freight traffic would fall into that category. 
Any storage of cars, which often occurs with grain, where 
the cars may be taken out of the train because of 
congestion of elevators at the Lakehead. They may be 
taken out of the train at Kenora and they may be held 
for two or three days until the congestion is alleviated, 
and then those cars are put into another train going 
through. These are all the elements of work that is 
done to through trains and through cars. 

Q. Mr. Stenason, the loaded through car 


receiving classification at Kenora would get the same 
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ANGUS, STONEHOUSE & co. Ltp. SLENASON, cr-eX, LELee 
TORONTO, ONTARIO (Frawley ) 


A, What we have done -- 

Q@. You cannot answer my question? 

A, Yes, I can, but I would like to answer 
it in a little more detailed fashion than yes or no, 
What was done during the four-day study period was to 
trace the work that was done to these through cars, and 
a time was developed which reflected all of the work 
Sone during those four days to the through cars. That 
was an average time, but buried behind it is the work 
that was done, the Storage involved, the number of 
cars put from one train into another, the cabooses that ha 
to be changed, the bad orders that had to be pulled 
from the train. 

Q. I put it to you that all of the cars 
that received classification at Kenora would get the 
Same switching time. Is that or is that not so? 

A, Yes, all of the through cars at Kenora 
would get the same classification time, 

Q. That is all I asked you. I am sure you 
are endeavouring to be as responsive as you can in this 
rather difficult cross-examination. Mr. Stenason, isn't 
it true that at Kenora, on the through loaded cars of 
grain which pass through the classification yard, most 
of the work done there is for other traffic? 

fo 4d No, sir. 

Q. Most of it is done for the grain? 

A. Well, the principal traffic moving through 
Kenora eastward is grain in the first place, therefore 
Whatever work is done in classification bears to a very 


considerable degree on grain. 
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Q. I. wondered what classification through 


think you said yesterday that they are pulled out for 
storage, they are classified for storage? 

A, They may be. 

Q. And do you call it classification to have. 
the caboose changed? 

A, Yes. It is work that has to be done 
to through trains. 

Q. And some bad order cars? 

A. ves. 

Q. What you run into everywhere and anywhere 
on the system? 

A. Yes, bad orders occur. 

Q. You ae talking about storage. What you 
are really saying is that the congestion at the Lakehead 
is so severe that you have to start using passing tracks 
as far west as Kenora, then you take off some cars 
at Kenora and you call that storage? 

A. Yes. Of course, there are only a few 
places between Winnipeg and Fort William where storage 
can take place. 

Q. How many miles is it from Fort William 
to Kenora? 

A. About 350 miles. 


Q. And you wouldn't start storing at Winnipeg 


because of congestion at the Lakehead? 


A, There may be some because of the severity 


of the congestion. 


Q. Have you in any appreciable number of 
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instances been required to store at Kenora? 

A. Yes, I am informed by our yard expert. 

Q. Now, Mr. Stenason, yesterday Mr. Dickson 
had some cross-examination on this question with you, 
and you told Mr. Dickson yesterday about the 15 per cent 
additive which you had arbritrarily incorporated into 
your revised switching figures? 

A, It is a unit for Switching under winter 
conditions. | 

Q. And it was done, as you told Mr. Dickson, 
to account for the higher cost of winter operations? 

A. Yes: 

Q. Now, Mr. Stenason, in your original 
study and in your evidence explaining it you specifically 
indicated, so as to be conservative, that you were making 
no such adjustment for winter operations? 

A. At that time I explain to the commission 
that all we had was an estimate from your yard man 
on the extent to which the time per car under winter 
conditions would be greater than the time per car during 
the rest of the year. Since that time an analysis has 
been made of the data, and we have a basis upon which 
to support the fact that switching under winter conditions 
is more expensive than during the rest of the year. 

Q. I suppose it is fair for the us to conclude 
that the switching costs included in exhibit 132 are 
less conservative than those which they replaced? 

A. I would say so. 

Q. You are aware that our consultants 


rather suggested that there was exaggeration in the switch 
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ing costs? 

A. Your consultants brought to our attention, 
Mr. Frawley, when in Montreal the fact that we had taken 
an average classification time for through and local 
ears at our medium-sizeiterminals. We had met this 
problem when we had - at least we had considered this 
problem when we undertook our switching studies, and 
we had felt that it would not be possible to make a 
distribution of work done within classification between 
through and local cars because of the difficulties in 
tracing the engine movements. We went back and we did 
three additional studies which I have described, and 
we found it possible to so segregate the expense during 
that time, which is the time spent on local cars and 
the time spent on through cars. 

Q. Well, it is an explanation. In other 
words, Mr. Stenason, I suggest to you that this is 
what you did: you first substantially reduced the 
switching time and thus the switching costs as a result 
of your discussion with our consultants? 

A, We did additional yard studies, sir, in 
order to test out a point that we felt might be valid. 

Q. And then I suggest you proceeded to 
neutralize that reduction by -- 

A, No, our cost went down for switching. 

Q. Tell, me this: are not line haul road 
service operations outside of yards more expensive in 
Bie winter than in the summer? 


A. They would be, but we do not have data 


| Showing cars handled by road engines in road yards and 
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time spent. 

Q. So that you made no allowance for that 
in your cost study? 

A. No, because we did not have data to 
support this. We just did not have the data available. 

Q. Now, do you think that a period of 
four consecutive days out of a total of 365 will yield 
a truly representative picture of Switching operations 
in a yard? 

A. We selected the four days, Mr. Frawley, 
on the basis of our yard experts view as to what a 
normal period during the year would be, and we feel we 
have done everything possible in a yard study to reflect 
what the normal operations would be. In addition to 
that, we have taken the total number of cars through 
each yard per day, on the average, and compared that with 
the full cars through the yard in a four-day period, 
and we found there was little difference in the two 
statistics. 

Q. Dr. Edwards has been your consultant 
in this matter for quite a few number of months? 

A. Yes. 

Q. And did you check with Dr. Edwards to 
find out about the I.C.C. test, and that is that they 
use a longer time, they use different days of the week, 
they use different weeks of the year, for sampling 
yard operations and switching time? 

A. Perhaps Dr. Edwards can speak to 
I.C.C,. practice. I am told that the I.C.C. has used 


three-day tests at different times. 
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Q. Dr. Edwards has advised you, apparently. 


days’ time has been used. Is that what he told you? 

I put it to you, Mr. Stenason, that the standard Exo GC. 
practice is to use a longer time than you used, different 
days of the week and different weeks of the year, 

in sampling yard operations and switching time? 

A. I am advised by Dr. Edwards that the EgveG, 
has published times which are based on a great many 
three-day studies and which are based on some studies 
which were longer than three days and which are also 
based on studies which have been performed by individual 
railways and submitted to the I.C.C. This is in the 
treatment of switching time which is basic to rail form 
A, 

Q. Mr, Stenason, I have brought Dr. Edwards 
into it in the form of my question. So your instructions 
from Dr. Edwards are that there have been occasions when 
Shorter times than you have actually used than four days 
have been used, and I will certainly accept that if that 
is what Dr. Edwards told you. I put it to you that my 
instructions are that the standard I.C.C. practice is 
to use a longer time than you have used, to use different 


days of the week and to use different weeks of the year 


in the sampling that you did. 


(Page 12229 follows) 
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MR. STENASON: We don't know what the word 
"standard" refers to. 

COMMISSIONER BALCH: Mr, Frawley, may I ask 
a quescion: Does it make any difference in the length 
of switching a car to-day than it does tomorrow -- 
the actual switching? 

MR. FRAWLEY: My answer is that different 
days of the week and different times of the year will 
reflect different conditions of traffic, and that 
will be a better sampling period. 

COMMISSIONER BALCH: Well, "different traffic": 
I don't think there is a yard in the country -- and 
I am saying this advisedly -- that has the same 
traffic every month of the year or every season of 
he year. For instance, you take in the section of the 
country that is affected by the St. Lawrence Waterway: 
When the Waterway is open the traffic drops, and 
when it is closed the traffic picks up. I understand 
in the case of Kenora -- and I used to know it years 
ago -- that they are very seasonal there. Is it still 
the same? 

MR. STENASON: Yes sir, insofar as grain is 
concerned -- and this is a very large category of 
traffic moving between Winnipeg and Fort William -- 


very definite seasonability characteristics. 


--- Adjournment. 
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(Frawley ) 


THE CHAIRMAN: Order, please, 

MR. FRAWLEY: Mr. Commissioner Balch, having 
asked you to be good enough to defer any further 
discussion until two o'clock, I would like to put 
to you an answer according to my instructions. 

Yard operations are not identical at any 
given yard. There are variations in the amount of 
time taken to do a particular Switching task. So, when 
you run four consécutive days, that may not be 
representative, in our view, of conditions in that 
yard over the whole year, It is true that the 
Interstate Commerce Commission dees accept three-day 
studies. My instructions are that they are accepted 
when no better or fuller or more thorough sampling 
is able to be obtained. 

| That, sir, is what I am instructed to say 
by way of reply to the point you raised. 

COMMISSIONER BALCH: Yes, Mr. Frawley. I 
understood it was not four consecutive days. 

MR. STENASON: Yes, it was sir: Wednesday, 
Thursday, Friday and Saturday. 

COMMISSIONER BALCH: But if you are coming 
down to the actual switching, and I understand that 
is what this is -- and, of course, I am not an 
economist -- but from the practical side of railroading, 
the actual switching of a car -- and I think that is 
what this covers? 

MR. STENASON: Yes sir, we took the yard 


operations and broke them up into the various elements 
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of switching. So, we would have to talk of moving 
a car from a classification yard to a particuar 
grain elevator, for example, 

COMMISSIONER BALCH: That including the 
spotting of the car, and so forth? 

MR. STENASON: Yes, sir, 

COMMISSIONER BALCH: I take it it was the 
actual switching of a car -- the four mile cut-off 
and so on? 

MR. STENASON; Yes, it would be the actual 
Switching time of the car in this transfer operation. 

COMMISSIONER BALCH: You see, Mr. Frawley, 
when a car is eut off by a switching, it is supposedly 
four mils an hour. I can't see the difference between 
detaching a car today and letting it run at four 
miles an hour and detaching it a week from now and 
allowing it to run at four miles an hour. 

MR. FRAWLEY: Well, Mr. Commissioner, not 
being an economist: or a switchman -- I never switched 
a@car in my life -- I put it to you, sir, that the 
actual operation you have just indicated -- we cannot 
assume that is going to take the same number of minutes 
on the clock on the first of July as it might take 
on the first of February in the midst of deep snow. 
That is my first point. 

COMMISSIONER BALCH: That is right. 

MR, FRAWLEY: The second point is, Mr. Stenason's 
Study does not stop at giving the number of minutes 


to do a switching operation. He has added in, on some 


cedumtm Yo Tedmer suse efit exal o¢ getoy ei vadd emg 


{s'nosanes2 , 7M he tabeg aaa edt 


= 
_ 7 


_ A 
> hf eS ae 
anivou' se Uliadt st eved Pirow 


age keine a of Wisy 2 
queens 
avid griibaly at Sud? -sDIL4 RAMOre aT. 
iro! o8 Saw yuso 4 
the (seks MORAINE 4! ; 

odd aw 92 of sols’ Y +RLAR Acc 


Sro-309 olin «wet edd -- sat 8 Wo gatas”: 
=i et 


rendse 642 od Blwow 3f , eet SWOSARETE | AM)! 
a 


roLd pangs qetanett stad ni wid! uae YovemEs, 


ean \s 


vetent’ a8 ,oe6 BOY et Ae sqaworeerEMon - 


‘rhecodqve ot of .gnidodiwa-n ¢@ 116 ane atl ra0% bs 
| . - 


agewrded soneTeT ith edt ses ¢'nae Ko) womens 


| ae 
quo? da auy Jf natttel baa yebod ses: pave 


bra Von mow neew a JL anihoateb: bie wit 1s 9 


] 
sed we sella ayot) ga ates ot 3h” 


_ 

) 
: : Chie 
et? det? .cta wey of ¢@ Juq T'«- eT l yr nt 1 y 


too .temoreetmmo® «<M te: TRRIWARTCM 


bedodiwa even I -- samiotiwe ® 10 ' Jetmonoss” 
sommes ow -- bedeolbnl veut eval voy wolesteqot 


elsd drigte yr ss Glut Tw dant? eft oo 
.wons qeeb Ty tubia ede at yueerdel to 7 
| makoy Meath 


TeaQt= af — 1 HAR 


US, STONEHO ‘ b 
i telenrs, atin Stenason cr-ex = 12232 
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sort of a unit basis, the waiting time. That is what 
I mean when I say there are variations from yard 

to yard and from season to season with regard to those 
matters such as, and as just illustrated, waiting time. 
As long as you add in these other imponderables on 
@unit basis, then, again, you might find a similarity 
of conditions on Monday, Tuesday, Wednesday and 
Thursday of the week of the 15th of March, but if 

you take Monday the 15th of March and Tuesday the 

17th of July and Wednesday the 18th of October, and 

so on, you might find it different, sir. 

COMMISSIONER BALCH: Well, they have allowed 
15 per cent for the winter switching. 

MR. STENASON: Yes, that is correct. 

COMMISSIONER BALCH: That is recognized, of 
course, because it is far different in the winter time 
than it is in the summer time. 

MR. FRAWLEY: I would say, sir, that I would 
commend to your reading the article by Mr. Wright of 
the Chesapeak and Ohio Railway. I think you will find 
that rather informative on this whole subject. 

COMMISSIONER BALCH: Thank you very much. 

MR. FRAWLEY: Q. Mr. Stenason, I would like 
to get on to another subject, and that is your net 
investment in box cars. I put it to you that the 
average investment in the case of the Canadian Pacific 
per grain box car is $5,356.00, and you will find 
that that comes from working paper No. @. 


MR. STENASON: Yes, that is the average 
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1 
2 investment in box cars -- gross investment. 
3 Q. I put it to you in Canadian National 


4| Railway 3-8 it shows that the same figure for Canadian 

5| National is $3,366.00, and if you would accept that-- 

6| I can give you that: Exhibit 3-8 of Mr. Bandeen's study. 
7 MR. SINCLAIR: If it is wrong, when Mr. 

8 Bandeen is on he will change it, I am sure. We will 

g| take it subject to Mr. Bandeen's agreeing or disagreeing. 


10| Mr. Bandeen is saying he doesn't think it is 


11] right. 

12 MR. BANDEEN: I think it is 3-7 rather than 
13 3-8. 

14 MR. FRAWLEY: What am I wrong about -- in 


15 my citation? 

16 MR. BANDEEN: Yes, and I believe the total 

17) 1s $4,448.00. 

18 MR. FRAWLEY: I direct my questions to you, 

19| Mr. Stenason, but I am doing it within the earshot of 
20| Mr. Bandeen. Mr. Bandeen told me just now that the 

21|| Canadian National figure is $4,448.00, but what he 

97 should say -- and I am sure he will say -- is that that 
93 is a gross figure, and when you apply --- 

24 MR. STENASON: Yes, our figure is a gross 

25| figure as well. 

26 Q@. Your figure; is $8,469.00 gross, $5,356.00 
27| net. Canadian National Figures are $4,448.00 gross 

28| and $3,366.00 net. 

29 MR. STENASON: Those figures don't sound 


10 correct to me. Our gross investment is $3,356.00 in 
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(Frawley ) 


box cars. This ratio was applied to the net investment. 
I can understand confusion on this, because our ad justmen 
in which we moved from gross to net is not contained 

in this work paper. 

THE CHAIRMAN: What is meant by "net" and 
"gross"? 

COMMISSIONER ANSCOMB: You take the 
depreciation off? 

MR. STENASON: Yes, sir. 

COMMISSIONER ANSCOMB: Your depreciation 
may be entirely different from his because of the 
length of the life of the car. 

MR. STENASON: Yes, that could be. 

MR. FRAWLEY: Q. Tell me if these figures 
are right: for net investment adjusted to box car 
level $50,873,985.00. 

MR. STENASON: What figure is that -- our 
fleet investment? 

Q. Net investment in grain box cars 
attributed to the study traffic and adjusted to the 
box car level. 

THE CHAIRMAN: That is all their cars? 

MR. FRAWLEY: That is right, sir. 

COMMISSIONER ANSCOMB: How much was that? 

MR. FRAWLEY: $50,873.935.00. 

Q@. I think if you look at work paper €4 you 
will find the figure we are talking about. 

MR, STENASON: Yes; $50,873,985.00, that is 


the net investment in box cars which was traced to 
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» 2] the study traffic through the treatment. 

3 Q. You have confirmed the figure I have 

4 given you. In the case of the Canadian National 

5| the similar figure is, as appears in N.R. 3-8, 

6] $33,579,100.00. I am hearing no objection from Mr, 

7| Bandeen; that is correct. 

8 MR. SINCLAIR: We don't know if it is 

9| correct or not. 

10] MR. FRAWLEY: We.1, it is correct. I am 

11| reading it, Mr. Sinclair. There is no question about 
12| whether it is correct or not. I certainly would 

13| not be putting it to the witness . I am taking it 

14| from N.R. 3-8 revised. 

15 MR. SINCLAIR: All I can say is, there may 
‘16]| be all kinds of factors I don't know. We can't expect 
17| Mr. Stenason to know all the details of the C.N.R. --- 
18 THE CHAIRMAN: "Net" means the original value 
19| less the expended portion of service life, I take it? 
20 MR. SINCLAIR: And also it has a volume 

21 — involved. 

22 THE CHAIRMAN: Oh, yes. 

23 MR, FRAWLEY: I am putting to Mr. Stenason 

24| merely the two facts, that the investment in the case 
25] of the Canadian Pacific is $50,873,000 and the investment 
246/ in the case of the Canadian National is $33,579,000 -- 
27| the net investment. 


28 THE CHAIRMAN: The Canadian Pacific may have 


29 more cars. 


MR. SINCLAIR: The size of cars would have 
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an effect. 
MR. STENASON: Yes, or newer ears, or 
different depreciation characteristics. 
MR. FRWWLEY: Q., That is a 4O per cent 
difference there, Mr. Stenason: Canadian National 
is 40 per cent lower than Canadian Pacific -- roughly 
40 per cent. Does that seem to you to be correct? 
MR. STENASON: Those figures appear reasonable. 
Q. As far as the number of cars are concerned, 
let me put these figures in: Canadian National 
had 132,246 carloads of grain in 1958; Canadian Pacific 
had 155,180 carloads in 1958, and that percentage 
is 15 per cent more in your case. My question is 
perfectly obvious: Will you explain the difference 
in the inevestment per car in view of the number of 
cars you have? 
MR. STENASON;: What I can do is explain the 
way in which Canadian Pacific investment in freight 
cars is arrived at. The investment in freight cars 
was treated on the basis of car days. We counted the 
active car days of the study traffic. We determined 
the investment cost on a car day basis by taking the average 
gross investment in all cars by making an adjustment 
in that to reflect box cars, deducting from that the 
depreciation reserves so that we got net depreciation 
Which developed a unit cost per car day, which unit 
cost per car day was multiplied by the calendar car 
days of the study traffic. Those were the active 


car days expended to reflect the idle ratio which falls 
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upon all box car traffic. 

Q. Well, I am questioning the figure, 
of course, because there is a burden there in view 
of the fact the rate base for Canadian Pacific 
computations are swollen,compared to the Canadian 
National; that follows from what I have said? 

MR. STENASON: There is a difference here, 
certainly. 

Q. When you look at the loss and damage 
difference and you find that the Canadian National 
had freight claims of 131,610 allocated to grain, 
whereas you have $315,205.00, or, reduced in sort 
of an at ani eate way to $250,000.00 after taking off 
four overhead additive...? 

MR. STENASON: Yes, but that was before 
making adjustments for volume or the fact we had 


a larger amount of mililing-in-transit. 
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Q. Because, superficially, it would look as 
though the Canadian Pacific had newer and better cars. 

A. I believe our average investment from 
the figures I have just heard is higher, average gross 
investment in cars. 

Q. That is another reason I want to know why 
your loss and damage is 200 per cent more than the 
Canadian National. It does seem to me to be an area, 
Mr. Stenason, in which there is a difference between you 
and Canadian National when reduced to the same basis, 
Which I find a little hard to understand. 

A. Those are the dollars in the accounts, 
Mr. Frawley, as I explained yesterday. We didn't re- 
calculate our accounts on anything. 

Q. Mr. Stenason, you have a reciprocal 
arrangement with Canadian National in Alberta, the 
operation of which is that Canadian National hands you 
cars in the area tributary to Calgary and you take them 
to export positions at the west coast, and, similarly, 
Pinediar Pacific hands Canadian National cars in the area 
tributary to Edmonton? 

ye Yes, that is correct. This is a recip- 
rocal arrangement in which the revenues involved are 
balanced out and each road takes advantage of short 


mileage to Vancouver. 


Q. You did that despite the fact that 3000 
cars in 1958 were handed to Canadian National at 
Vancouver, these 3,000 Canadian Pacific cars were shown 
as moving from the northern Alberta subdivision of 


Canadian Pacific to Vancouver via Calgary. 
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2 A. I am informed that is not correct, 


3] Mr. Frawley. 


4 Q. You did send to our consultants a rot ting 
5 pattern? 
A, Les, 

6 
: Q. Can you find anything in the routing 

pattern which shows that that was not followed in regard 
8 

to this reciprocal arrangement. 
9 


A, I am informed, Mr. Frawley, that the 
10 reciprocal cars of Canadian Pacific turned over to Can- 
11 adian National in 1958 at Edmonton were cars received 
12| from the Northern Alberta Railways, which is jointly 
13 owned by the two companies, which, of course, would not 


be contained in the routing pattern at all, plus some 


14 

ears from the Willingdon subdivision which were treated 
15 

as turned over to Canadian National at Edmonton. 
16), 


Q. What you mean to say is that the cars 
17 which came over the N. A. R., which were Canadian Pacific 


18 cars, were turned over to Canadian National? 


19 A. That was the large amount of cars 

99 involved. Just a minute; I have the figures here. We 

mT had of our cars under the reciprocal arrangement approx- 
imately 2,604 received from the N. A. R., and approxim- 

P ately 555 came off the Willingdon subdivision and are 

4 reflected in our basic output statistics as moving 

‘i from Willingdon to Edmonton. 

25 Q. The cars other than the 500 went to 

| Vancouver via Calgary? 

27 | A. Yes, they would have been handled. 

28 

29| 
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Q. I am going to put it to you that what 
you advised our consultants is that on the Willingdon 
subdivision, to Vancouver, the routing was west to south 
Edmonton, then south to Alyth via Red Deer, thence main 
dine. 

A. Yes, those would be the cars not handled 
under the reciprocal arrangement. 

Q. Do you oa that the cars off the Willingdo 
Subdivision west to south Edmonton, then south to Alyth 
via Red Deer, thence the main line -- that is not said 
at all? 

A. I am sorry, Mr. Frawley, this was meant 
to depict the normal routing pattern, and any cars which 
were subject to special arrangements, such as this 
reciprocal arrangement, were lifted out of the study. 

Q. Are you saying that the only reciprocal 
arrangement you have is what comes off the N. A. R.? 

A. Substantially 2,604 off. the N. A. R. and 
555 from the Willingdon subdivision, which gives us 


oe to. 


Q. That extends from south Edmonton to 


Lloydminster? 
A. 1e8. 
Q. Take from Willingdon to Red Deer? 


A. Yes, sir. That is the only way that I 
can see that cars can get from that subdivision to Calgary 
-- without going back to Winnipeg. 

Q. Now, we will eliminate the cars that you 
took off the N. A. R. for the purposes of this, and I 


put it to you that any other cars that you moved out of 
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the Willingdon subdivision or the Red Deer subdivision, 
or any other subdivisions in that area, did not get the 
benefit of the reciprocal arrangement, and there was 
nothing in the information which you sent to our con- 
Sultants which indicated other than that you sent them 
down to Calgary and thence to Alyth and thence main line 
So 1 want information over and above the N. A. R. cars 
which you did commit to the Canadian National. 

A Yes, we could supply that, Mr. Frawley. 

Q. Because I put it to you that when you 
Pra a2 Car irom northern Alberta and fail to turn it 
over to Canadian National at Edmonton it means greater 
mileage, greater car miles and greater train miles, 
and all meaning greater cost for the movement of grain, 

A, Well, that ts part of the reciprocal 
arrangement between the two roads in which there is a 
balancing of the revenue and cars, and, consequently, 
the costs we have reflected in the study represent the 
operations performed. 

Q. It may be a digression, but there is a 
statute called the C.P.-C.N. Act, and I put it to you 
that when you were making up a cost study to show the 
cost of moving grain in western Canada to export 
positions you would have been advised that the best 
way to get the grain cars, the best way to handle these 
cars was to turn them over to Canadian National at 
Edmonton and save those greater ton miles and train 


miles and so a greater cost to what you call the study 


traffic, but you didn't do that. 


MR. SINCLAIR: Well, that is an argument my 
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friend can make if’ he wants to make it, and the witness 
said it was hamled on the method and on the basis that 
it was handled. He is speaking from the way the traffic 
actually moved, and he has made it clear there were 500 
odd cars off Willingdon which were turned over to 
Canadian National under the reciprocal arrangement. ib 
my friend wants to argue what the C. P.-C.N. statute says, 
I will be very glad to meet him on that ground any time. 

MR. FRAWLEY: Q. Are there any cars shown 
that you did put into the reciprocal arrangement but 
Which you did show having travelled from the Alyth sub- 
Givision and to Red Deer and then to the main line? 

A. Noy. <S8i3. 

Q. The routing arrangements that you gave 
to our consultants, if they were not wrong they were 
certainly misleading. 

AS This was a matter which could easily 
have been cleared up by a question, and, so far as we 
were concerned, that was the normal routing analysis for 
the traffic. 

Q. That is fine; you just put the burden 
on these consultants which the provinces of Alberta and 
Manitoba have retained to do a costing study, you simply 
put a burden on them to ferret out or to imagine. 

A. No. This was designed to acquaint 
all consultants with the nature of the study and to ask 
questions, and we have had substantial corre spondence 
on all points. 

Q. The consultants wanted to know the way 


you moved the car to Vancouver or the lakehead? 
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A. Yes. 

Q. The consultants having asked for the 
routing pattern, you sent them the routing pattern which 
shows that you do send som cars from that subdivision an 
then to the west coast. 

A. Well, there are a great many points 
throughout this study, Mr. Frawley. You and your expert 
were certainly knowledgeable that there was a reciprocal 
arrangement which is reflected in the study working 
papers and other working papers. 

Q. Mr. Stenason, have you made any study 
of what has been discussed here quite a number of times, 
and that is the deficit on branch lines? 

A. What do you mean by that, Mr. Frawley? 

A complete analysis of revenues and expenses on branch 
LLnes? I have not made such a study. 

Q. I will tell you what I mean, Mr. Stenaso 
Have you made any study to find out whether or not the 
divens that you get on the branch line that runs from 
-- well, take it again from Halkirk to Cordel, which is 
part of the Lacombe subdivision. Have you made a study 


to indicate whether or not the total operations of that 


‘branch line, all the passenger receipts, all the freight 


receipts as against all of the passenger revenues and all 


‘¢ the freight revenues, whether or not it comes out 


at the end of the year to a plus or minus? 
A. I mentioned earlier this week in response 
to a question from the Chairman that we had done such a 


study for the solely related lines in order to determine 


the economics of these lines with a just and reasonable 
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2 level for..grain rates, that is one cent per ton mile, and/I 


3 advised the Chairman that this study had indicated that 


a’ the solely related lines only three or four -- and 
these were relatively small -- would be economic with the 

; level @ grain rates. 

5 COMMISSIONER GOBEIL: When that question was 

7 


asked I was a little surprised -- Mr. Mauro was asking 
8 you if you had made .a study of the branch lines, and you 
9| said you had not, that it was moving at unremunerative 
10| vates, and it was on that point that the Chairman asked 


you if those branch lines were moving at the rate that 


i1 

ie was passed by the company, if they would be paying or 
in the red, and you said all but three or four. Ai 

‘ was wondering how you could say that if you didn't make 

i a study of these lines. 

15 . THE WITNESS: There may have been some 

‘16 confusion here. I believe the question had to do with 


17 an over-all branch line deficit study, which we had 


mot done, and also the questi oning turned upon whether th 


18 
19 test which was set up to determine whether a line 

was solely related or not was a test as to whether the 
. line was in a deficit position, and to that I replied no. 
- We had applied this test to all the branch lines in the 
eA to test the solely 


prairie and Pacific region in order 


23 related, and then we went back to the solely related and, 
24| using the basic revenue expense which we had, took in 


25 this study. 
THE CHAIRMAN: Taking all the lines together. 


26 
MR. STENASON: Well, taking all the lines 

27 
together there would be no deficit on the solely relate 

28 
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lines. I have not applied this to all branch lines. 
COMMISSIONER GOBEIL: But you have the infor- 
mation for the solely related? 
MR. STENASON: Yes, sir. 
MR. FRAWLEY: Q. You say you took all the 
solely related lines and you applied a deficit test, 
that is all the revenues coming from the traffic origin- 
ating or terminating on the solely related lines,and 
you deducted from that revenue all of the expenses 
attributable to those lines, and you found there was no 


gericit. 


(Page 12250 follows) 
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MR. STENASON: Using the procedure which 
we described in the precis of evidence, which was to 
take 50 per cent of the revenues as representing the 
branch line portion of the revenues, the remainder 
representing the movement over the main line and relating 
to the 50 per cent of revenues, the cost of the branch 
line included the size related cost at the variable 
cost of all of the traffic moving on the branch line, 

Q. What concerns me is whether or not this 
is just a myth or whether there is any substance in the 
oft-repeated statement that branch line operations are 
deficit operations. Let us leave the solely related 
lines and let us go to a line you may have in New 
Brunswick. I want to know whether or not you are prepared 
to say, "we havem deficits on any of our branch lines 
and therefore we have no branch line deficit."? 

MR. STENASON: As I said earlier, I have not 
analyzed all the branch lines of Canadian Pacific. I 
Suspect there are individual branch lines on Canadian 
Pacific which are operated at a deficit. I have not 
| examined all of them. I have concentrated on the branch 
lines which are of interest in this case, which have to : 
do with the movement of grain, and of course they are 
quite a significant portion of the total branch lines 
On Canadian Pacific. 

Q. If: you had a deficit on a branch line in 
New Brunswick, then, that deficit is expected to be borne 
and is today borne by your freight revenues? 


MR. STENASON: Yes, that is correct. 


Q And you want grain removed out of that -- 
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you want grain to be completely self-sustaining -- and 
2} you say it is not now -- and you want grain to bear its 
full cost? 


MR. STENASON: Yes, but you will appreciate 
we have not included any constant cost --- 

Q. You have not included...? 

MR. STENASON: Any constant cost. 

Q. You are saying that grain must bear full 
cost attributable to grain? 

MR. STENASON: Yes, that is correct. 

Q. If we eliminated that, if we are saying 
--- let us say grain is not paying. any part of the 
branch line deficit in New Brunswick: then, if grain is 
not, something else -- farm machinery or some other of 
these rates that are a good many multiples of cost -- 
that kind of traffic must be paying for the deficit on 
the branch line in New Brunswick? 

MR. STENASON: Well, it is a rather difficult 
question to say what may be paying for a particular line. 
Perhaps the shareholders are paying for a particular loss. 

Q. In what respect would the shareholders 
be paying the loss? 

MR. STENASON: In so far as the earnings level 
is below the cost of money. 

Q. Below 6 and a half per cent? 

MR. STENASON: Below the permissive level, 

I am told. 
Q. And the permissive level of earnings is 


what the Regulatory Board says -- is the permissive level 


of earnings that this figure is below, that is the figure 
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{| which the Board of Transport Commissioners says you 

2] must not charge more than, or you must not earn more than 
3] to have a fair freight structure? 

4 MR. SINCLAIR: That is not what the Board of 

5| Transport Commissioners says. The Board of Transport 

6| Commissioners say that what will be done nb aac the 
7| raising of that permissive level or the establishment 

8] of it is reserved, and that has been put on the record, 

g| and my friend knows this very well. 

10 MR. FRAWLEY: I know perfectly well --- 

11 MR. SINCLAIR: I referred you to the judgments 
12| before, and it is all on the record. I read out the 

13 Judgments and I read out the application, and it is on 

14] the record, and I will be glad to refer my friend to that 
15] part of the record. The application which he read with 
16) great care and which he waved around for months, and there 
17| is also the Board's judgment arising out of that. 

18 MR, FRAWLEY: I put it to the Commission that 

19| when the Board in 1953 rejected the concept that freight 
20 rates should be made upon the rate base and rate of 

21| return concept that at that time they did so because 

22| to have put freight rates on the basis which that would 

23|| have required would have made an immediate increase 

24) in freight rates in Canada of 38 per cent, and the Board 
25| said, "we will not attempt to do mytltoe so ridiculous 
%\as that", and that is why: it is because of the impossibility 
27 of contemplating the kind of freight rate increase that 
28|Would be required by putting the Canadian Pacific on 

20/3 rate base and rate of return, that the rate base and 


0 | rate of return concept was rejected. 
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MR. SINCLAIR: With all due respect to my 
friend, I will say this, that the difficulties of arriv- 
ing and securing from the Board a permissive level that 
is realistic and reasonable is, in part, caused by the 
fact that it is known to the Board that these grain 
rates are not bearing their proper share of transporation 
costs, and this is indicated from the Board's judgments, 
including in particular the last two judgments, and 
the special addenda from Commissioner Chase. 

MR. FRAWLEY: And the addenda of Commissioner 
Chase was the merest kind of obiter dicta I ever saw 
in my life. 

MR. SINCLAIR: I think it was the most cogent 

remarks made by one of the Commissioners in many years. 

MR. FRAWLEY: If my friend takes cogency from 
Obiter dicta, let him have it that way. 

MR. SINCLAIR: There is a case by the name of 
Guss in the Province of Saskatchewan that I am sure 
is well known to somebody here that I suggest my friend 
takes a look at before he makes remarks like that. If 
we want to argue the law --- 


MR. FRAWLEY: There will time set aside for 


that. 

Q. Mr, Stenason, will you please give your 
attention to this consideration for the moment: you 
recall that our consultants asked you for a breakdown 


of account number 402 "Train Other Expenses”. 


MR. STENASON: ‘Yes, sir. 


Q. And that was given, of course, before 


exhibit number 132 was filed and before it was compiled? 
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MR. STENASON: Yes, it was. 
Q. And this, I think you will find, is 
the breakdown that you gave to our Consultants. 
MR. SINCLAIR: This is one of the items that 
was changed, and this does. not reflect the change; is 
that right? 
MR. FRAWLEY: This was prepared quite irrespect- 
ive of exhibit 132, that is right, Mr. Sinclair. 
THE CHAIRMAN: Are you filing that, Mr. 


Frawley? 


MR. FRAWLEY: Yes, I am filing that. 


---EXHIBIT NO, 137: Document: account No. 402: ‘Train 
Other Expenses. 


MR. FRAWLEY: Q. You are accepting this 
document that I have had marked as exhibit No. 137 as 
being the breakdown that you supplied to our consultants? 

MR, STENASON: It looks similar to it. I 
haven't checked the figures. 

MR, SINCLAIR: We will accept it on that basis, 
subject to such check, Mr. Frawley. Unless your typist 
has made an error, I am sure it is correct. 

MR. FRAWLEY: Mr, Stenason, you gave another 
document to our consultants so that they could reconcile 
the exhibit 137 with the total amount in the expense 
account which was reported to the Board of Transport 
Commissioners for 1958? 

MR, STENASON: What is the doument? 

“8 The document is W. P. - 16. 

MR. SINCLAIR: Well, again, if you have copied 


it out, subject to any error, we will certainly take those 
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---EXHIBIT NO. 138: Document headed: Canadian Pacific 
Railway ~ Grain Door Expenses, 

MR. FRAWLEY: Q. You will find that “in 
exhibit 137 there is a figure for other expenses grain 
doors freight of $842,245.00; is that correct? 

MR, STENASON: In the revised exhibit.--- 

Q. Well, you may go to that if you wish 
after I have finished asking you about these exhibits. 

MR. STENASON: Well, what is the exhibit? 


Q. I am asking you about exhibit HO, 37 


which I have just handed to you. 

MR, STENASON: Oh, I see, 

Q. You will see a figure there for other 
expenses grain doors freight of $842,245.00, 

MR. STENASON: Yes. 

Q. Will you look at the top of that account; 
look at the top figure of exhibit No. 137, and you will 
find there a total amount for the year 1958 of $14,592,680.]00. 

MR. STENASON: Yes. 

Q. That is the amount that was reported to 
the Dominion Bureau of Statistics and the Board of 
Transport Commissioners? 

MR. STENASON: Yes. 

Q. Now, when you come to look at the account 
itself you will find an item of other expenses grain doors 
freight of $842,000.00. 


MR, STENASON: Yes. 


28 | Q. And whereas you reported to the Dominion 


PiSures uy of Statistics that the total amount for the year 


“11958 was $14,592,680.00, actually the figure of 
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$842,245.00 was not the amount that you spent in 1958, 
but was a three year average? 

MR, STENASON: That is correct. It was based 
on the average for 1956, 1957 and 1958. This was done 
because of the cycle in the life of grain dors which is 
beyond a one year period, 

Q. Well, two things occur to me: first of 
all, as far as the usefulness of this document, the 
breakdown of account No. 402 to our consultants, is 
concerned, we were looking at $842,245.00, or, we were 
entitled to look at $842,245.00 as the amount the 
spent in 1958, whereas that was not the figure at all. 
It was an average of these figures for -- and I am now 
looking at exhibit No. 138 ~~ it was an average of these 
figures: 1956, $1,000,347.00; 1957, $764,580.00; 1958 
$761,808.00. What I am suggesting to you, Mr, Stenason, 
is that you should have had there in this document, 
which is now exhibit No. 137, instead of $842,245.00, 
$761,808.00, 

MR. STENASON; You mean in the full reconcilia- 
tion of the account --- 

Q. Just attend to what I am putting to you. 
This i8 a document reported to the Dominion Bureau of 
Statistics and requested by our consultants and supplied 
to them, and it purports to be the total amount expended 
in 1958, 

MR, STENASON: Yes. 

Q. 40,592,680. 


MR, STENASON: Yes. 
Q. But, in fact, there is a figure there which 
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is not the exact amount which was Spent on other expenses 
grain doors freight in 1958, because what was spent was 
761,808, and you reported as having spent 842,245, 

MR. SINCLAIR: Mr, Nepveu can answer it. 
We should say Mr. Nepveu is in charge of the report 
to the Dominion Bureau of Statistics for Canadian Pacific, 
and maybe he would answer that question. 

MR.NEPVEU: I think you said that this was 
a document submitted to the Dominion Bureau of Statistics. 
This was not a document submitted to the Dominion Bureau 
of Statistics. This was prepared for the purposes of 
the study. 

MR, FRAWLEY: Q. If I said that, it was a mis- 
understanding. I said you reported to the Dominion 
Bureau of Statistics 14,592,680 as being the total 
amount you spent in 1958, and this document was prepared 
as a result of a request -=- the breakdown was prepared 
as a result of our request. 

MR. NEPVEU: The grain door expenses, Mr. 
Stenason calculated on the basis of three years, and 
I think he has shown on this statement that this was 
a three year average. 

Q. Mr, Stenason has used a three year average. 

MR, NEPVEU: He has calculated grain doors on 
the basis of a three year average to reflect the life 
of the grain door which extends more than a period of 
@ year. He has not shown in this statement that the 
amount of 842,000 was a three year average, but on the 
other hand he has excluded -- he has deducted the 


amount from the total reported to the Dominion Bureau of 
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Statistics in 1958, So, in fact, he has understated 


the other expenses. 
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Q. Then it is not a true breakdown of the 
amount reported to D. B. S. of $14,592,680 which you 
reported as the amount spent in 1958? Itid.s Mot 
correct in two particulars, you are saying. 

MR. NEPVEU: No, the thing that should have 
been added there was the word "three-year average" oppos- 
ite the amount of $542,000, and the other expenses should 


have been increased by the difference between $842,000 


“and $761,000 for the year 1958, which was not done and 


resulted in an under-statement. 

Q. So there is an understatement and an 
overstatement? 

MR. NEPVEU: I would say an overstatement, 
because a three-year average is realistic for costing a 
grain door. | 

Q. But that is not what you spent in 1956, 


and this document purports to be the amount spent in 1958. 


a 
0 


We wanted the component of the amount spent in 1958, and 
what you gave us was not the amount spent in 1958. 

MR. NEPVEU: It was not what was spent in 195 

Q. Using $842,000 rather than $761,000 makes 
the rest of the items in account 402 less than they shoul 
be and grain doors more than they should be? 

MR, STENASON: I wouldn't say it makes grain 


doors more than they should be, because I think it is a 


realistic way of costing grain doors. I think I have 


explained once or twice that as far as grain doors are 


concerned there is a cycle involved which extends 


beyond one year, so that some of the doors used in 1958 


would have been purchased in 56 and 1957. 
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1 

2 Q. Now, Mr. Stenason, I was going to spare a 

3 remark -- 

: aye CHAIRMAN : Well, the fact is, Mr. Stena- 
son, that you have been proceeding on the books of the 

; company at all tines. | 

MR. STENASON: Yes, sir. 

7 THE CHAIRMAN: And actually this is one 


8] instance in which you departed from it because the 


g| amount actually expended was $761,000. 


10 MR. STENASON: Yes, to reflect this special 
1 consideration of the grain doors. 
MR. FRAWLEY: Q. Mr. Stenason, I am telling 
a you that when you put in $842,245, realistic or unrealistilc, 
- you were actually putting in a figure which was a wrong 
if figure, because inthe year 1958 = spent $761,808. 
15 A. Well, there are a number of places, sir, 


16) in which three-year averages are used in the study. 


17 Q. Does it make any difference to you? 

18 You are asked to tell our consultants what you spent in 

Ks 1958, and you said: "T will not give them that, I will 
give them a three-year average." 

- Arg I belie ve your consultants had this befor 

a they had that statement. 

22 MR, SINCLAIR: They had Exhibit 138 before 


23| they had Exhibit 137. 


24 . MR. FRAWLEY: Q. Mr. Mauro said to you: 
5 "You say you couldn't assign constant costs to 
6 passenger service?" 

and you said: 
4 "No, I didn't say that. I said they could not be 
28 
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"sraced directly to passenger service. 

Q. But you could do that? 

A. Oh, you can do anything with figures." 

MR. SINCLAIR: That was "you", Mr. Mauro, 
could do anything with figures. 

MR. FRAWLEY: As far as I am concerned, I am 
obliged to you for saying it, because if anything makes 
it quite certain that Mr. Mauro was talking about what 
he or anyone else could do with figures, my friend 
Mr. Sinclair made it very plain. I am in the hands of 
the court and the jury on that. 

MR. SINCLAIR: I am, too, and I can prove tha 
Mr. Mauro can do anything with figures. 

MR. FRAWLEY: Q. Mr. Stenason, you say that 
the new figure which you have turned up in Exhibit 132 
of $71,700,000 is the total cost of grain? 

A. There is a rounding matter here, Mr. Fraw 
Actually that figure of $71,700,000 which is quoted 
as revised -- if you will look at the table which we pro- 
vided you with attached to our statements, $71,629,000. 

MR. SINCLAIR: That is the table which was 
actually taken right into the record, I think. It didn't 
become an exhibit. It is page 1193 of volume 67. 

Mr. Frawley has a copy now. 

MR. FRAWLEY: @. Now, you say the figure is 
$71,829, 000? 

AY Yes. That was a typographical error. 


Q. But it was $70,700,000, and then it 


now becomes -- becawe in fairness to you we will not 


pay any attention to the $70,700,000 because that is just 
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a typing error, and we go to $71,829,000. ‘That is 
$1,100,000 more. 

Br; 123. 

, Q. Coming back to my question, you say 
that this figure of $71,829,000 is the cost of grain? 

Ag Yes’: 

Q. And you don't admit that it is anything 
but the cost of grain, do you? 

A. Well, we have used, in my view, the best 
procedures that could be used in developing the cost of 
grain, and this is the result. 

Q. Yes. Are you broadminded enough, 


Mr. Stenason, to say that it is a cost of moving grain 


in western Canada to export positions? 


A. Well, the position we have taken from th 
outset, as your experts appreciate, is that we have tried 
our best with our consultants and internally to produce 
the best estimate that we could of the cost of moving 
grain. 

Q. I am wanting nothing more than to find 
out how adamant you are on the $71,829,000, and I want to 
be clear. You will not agree with me that this is just 
ameans of costing grain which you and your experts 
worked out, using the particular formula which you used? 

A. It is the best job we can do in estim- 
ating the cost of grain, and we have said to your experts 
that what we are interested in doing was finding the cost 
of moving grain, and if anyone had suggestions to make, 


let them bring them forward so that we can consider them. 


Q. You have worked this out, and this is 
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(Frawley) 
your cost of grain? 
Ns, Yes. 
Q. And Messrs. Jones, Smith and Company 


worked one out and they come out with something else as 
their cost of grain. Suppose we ask the Stanford 
Research Corporation to work out a cost of grain fen us 
and they come up with $80 million or $60 million, then 
that would be the Stanford cost of grain, would it not? 

A. It would be a cost that they developed, 
yes. 

QO, And if Mr. Banks worked on the project 
and came up with another cost of X million dollars, then 
that would be another cost of grain. 

THE CHAIRMAN : Our problem is to decide 
which is the cost. 

MR. FRAWLEY: Exactly, Sir. The purpose 
of my questioning is transparent. I want to see the 
extent to which the witness has dug himself in behind 
his figure of $71,829,000. 

Q. You say this is the cost? 

A. I have said a number of times, 

Mr. Frawley, that this figure of $71,829,000 represents 
the best job that we and our consultants could do in 
determining the cost of moving grain, and that we have 
said to your consultants at various meetings if you have 
suggestions as to procedures, bring them forward. 

THE CHAIRMAN: I think that thisis his honest 
view as to the cost. 

MR. STENASON: Yes, sir, it is. 

MR. FRAWLEY: Q. And two or three other 
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people may come up with an honest view as to what the 
cost would be, That would be their cost?- 

re Well, a cost dependsm@m whatis underneath 
the cost, what is behind it. 


MR. FRAWLEY: That is all the questions I 


have, sir. 


(Page 12280 follows) 
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(Cumming ) 


CROSS-EXAMINATION BY MR. CUMMING: 


Q. Mr. Stenason, in the precis of your 
evidence, on Page 2, in introducing the method of 
the cost study which has been conducted, you have 
pointed out generally that in the conduct of the 
cost study of Canadian Pacific there have been 
advantages which you did not have in the examination 
of the cost behaviour of the American Railways, because 
there is the uniform maintenance and general 
uniform policies through the railway and that, of 
course, has eliminated the variations that you might 
have found on the American side. 

MR. STENASON: Yes, sir. 

Q. We have had a fair amount of discussion 
about differences that exist in the results in the 
cost study conducted by Canadian Pacific compared 
to that conducted by Canadian National. Would you say 
that those variations -- and I am just speaking 
generally now -- would result, in part anyway, from 
differences between the two railway systems in 
matters of level of maintenance policy and the 
financial position, and differences in the financial 
position of the two roads? 

MR. STENASON: Yes, a great many of these 
differences, particularly differences that you note 
in the coefficients and regression equations, could 
result from different behaviour on the part of the 
expenses in the two roads to output. 


Q. The other differences, I suppose, are 
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differences in volume; they can be traced directly 
to that? 

MR. STENASON: Yes, differences in volume 
and also, in many cases, difference in the way the 
traffic is handled. For example, the grain traffic 
to the West Coast, Canadian Pacific has only one 
port; that is Vancouver. Canadian National traffic 
moves to Prince Rupert, New Westminster, and Victoria 
as well -- a small amount. 

Q. And others of these differences might 
be the reflection of different maintenance policies 
and other financial policies and considerations that 
exist as between the two roads? 

MR. STENASON: That could be, sir, yes. 

Q. I have noticed in looking through this 
book of yours from the Harvard studies that various 
of my friends have referred to, that through the 
Aprendix B, which deals with the study that was 
Beat an on Americmroads, you have listed in detail 
a larger number of the regression equations that 
were used, and you show the R°'s that were the measures 
of the equations that you developed in the various 
categories of expense. 

MR. STENASON: Yes. 

Q. Just dealing with them generally, it 
appears that there are a very substantial number of 
them in which the R° that is found is of a very high 
order. I see one on Page 273 that is .9321, and 


another one on Page 283 that is .911 and so on, and 
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(Cumming ) 
I won't bother you with more of them. There is 
another one on Page 289, .9023 -- a large number of 
them that have an R®° of that high order. 

What I wanted to ask you was, how did the 
correlations and fits of the equations developed in 
the Canadian Pacific study compare generally with the 
correlations that ya found in this American study? 

MR. STENASON: Well, it is hard to generalize 
on specific accounts. As you were taking me through 
these, I noticed that on track maintenance we had 
a lower R@ than was developed in the United States! 
study. I haven't checked the other in detail. The 
test here, of course, is the Significance of the 
R° in which there is an established statistical method 
for determining whether or not the R®@ is such as to 
permit an analyst to see a relationship has been 
found, 

@. What I had in mind, if your correlations 
are of a lower order than those found in the American 
study that you participated in, would that have any 


effect on the results of the study which you conducted 


for Canadian Pacific. 


MR. STENASON: No sir, not so long as the 
R@'s are statistically significant. We achieved a 
final eleven models as a result of running something 
like 1,000 different models. This was empirical testing 
to derive the most statistically significant results of 


testing with different output variables, and in view 
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of that testing I am confident that the results, 
insofar as they are statistically significant, are 
appropriate for the pur}oses used, 

Q. You have told some of my friends that 
you have used costing techniques before, and that 
the Canadian Pacific has ised costing techniques for 
its rate-making purposes and other Studies in years 
gone by. 

MR. STENASON: Yes that is correct. 

Q. But that this is the first time that 
multiple regression has been applied. 

MR. STENASON: Yes, although during the 
last three years -- really, from the latter part of 
1956 until 1958, we have been turning more and more 
to regression analysis and, of course, I have run 
a number of regressions during this period. This is 
the first time that extensive analysis on road 
maintenance has been based on regression analysis. 

Q. But you are using this technique in 
an increasing degree as time goes by? 

MR. STENASON: Yes. 

Q. Before you were using it to the extent 
that you are now -- this regression technique in the 
conduct of your cost studies -- just what was the 
basis or method of previous cost studies? 

MR. STENASON: In Canadian Pacific it is 
what is known as a modified Rail Form A approach -- 
or, was. This was where the operating expenses of 


the company were first “istributed on an arbitrary 
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(Cumming ) 


basis between passenger and freight service, and 

then the total variability of all expenses, using 
Simple least sections -- regression -- was determined 
mainly through time series. 

Q. Did you in your previous cost studies 
conduct switching studies such as we have seen and 
heard discussed here? 

MR. STENASON: Not nearly so elaborate or 
so extensive. From time to time where we had a 
special category of traffic we have conducted a 
Switching study. A general policy we follow in regard 
to our ordinary costing is to develop the costs using 
fairly approximate procedures. If you have a revenue 
which is obviously mich higher than cost, then 
there is no need to go into a very detailed analysis, 
but wherever we had 4 situation in which the proposed 
revenue was close to-the variable cost, then we 
often went out and conducted special switching studies 
and determined the output units. 

Q. What about your treatment of the 
category of expenses such as the proration average 
of Traffic and General and Communications Rail? How 
have they been previously treated in cost studies? 

MR. STENASON: Previously they had been 
included in total operating expenses and an overall 
variability had been arrived at for these total 
operating expenses. 


Q. On the same sort of ratio basis as you 


have used in the present study? 
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MR. STENASON: Yes, that is what it essentially 
comes dawn to. From your reading of this book, 
you will probably have noted the criticism we adopted 
of this type of procedure, because when you are 
determining variability of overall and operating 
expenses, you are not dealing with all the various 
accounts, and one account may be far more important 
than another. 
Q@. This is sort of the best you can do? 
I take it that is the situation -- that there is 
an element of judgment in an expense category of 
that sort. 
MR. STENASON: With Traffic and General expenses? 
Q. Yes? | 
MR. STENASON: Yes. Of course, these Traffic 
md General expenses insofar as variability is concerned-- 
this point has been tested. Dr. Edwards has really 
done the bulk of the work here, and his procedure 
was to determine the variability of Traffic and 
General expenses with total operating expenses in 
the United States where you have a large number of 
railroads to work with, and that indicates that the 
Traffic and General expenses are as variable as 
total operating expenses, which is the basic asumption 
that we have used. Furthermore, on Canadian Pacific 
we have examined the behaviour of Traffic and General 
expenses as a proportion of total operating expenses 
over recent years when there were not marked shifts, 


and we find the Traffic and General bears the same 
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relationship to total operating expenses. 

Q. So the testing has been on the basis of 
your actual experience? 

MR. STENASON: Partly experience with Canadian 
Pacific and partly with U.S. roads. 

Q. I would like to turn very briefly to 
the question of routing patterns, which has also been 
discussed at some substantial length. As I understand 
the position, you have, in developing your miles and 
other output units, relied on. what you describe as normal 
routings? 

MR. STENASON: Yes, sir. 

Q. Developed through your field studies? 

MR. STENASON: Yes, and tested through the 
car tracing. 

Q. Could you give us any idea of the differences 
in mileages that would be involved if the study traffic 
had been examined from the point of view of determining 
short line mileage? 

MR. STENASON: I will have to consult on this 
one. This has not been tested, Mr. Cumming. 

Q. I notice from this I.C.¢. document, to 
which Dr. Edwards refers in his evidence, that is, his 
statement number 5-54 -- I take/it you are familiar with 
this Explanation of Rail Cost Finding Procedures? 


MR, STENASON: Yes. 


Q. On page 156 there is a table showing averag 
circuity by measured commodity products, and they express 
it in percentages under the heading of Products of 


Agriculture. The over-all average circuity found is 13 
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1] per cent, and in the group of mileage blocks falling 
2|| between 600 miles and 999 miles, which I understand 


3|| would straddle the average length of haul for grain, ..? 


4 MR. STENASON: Yes, 

5 . Q. --.the average circuity is shown to be 

6| le per cent? 

7 MR. STENASON: ‘Yes, 

8 Q. Would those percentages be applicable 

g| in the prairie and Pacific regions? 

10 MR. STENASON: Of Canadian Pacific? I would 


11) rather doubt it, although I must say I don't have the 

12| working papers behind this tabulation and I haven't 

13) tested what the circuity may be. 

14 Q. What I am really leading to is this: 

15] is there any case to be made for charging or costing 

16] of a major traffic, such as grain moving to export 

17|| positions, on the short line basis? 

18 MR. STENASON: No, in my view there would not 
19|| be, because what we want ina cost study is the mileage 
20| -- the route which was actually followed in the movement 
21] of the traffic, because costs which are variable with 
22| mileage are only one element of costs, and it may well 
23|| be it is much more economical to handle a traffic on a 
24|| Toute which is possibly a little circuitous than another 


25| if, as a result, you can take advantage of heavier trains. 


26 Q. Other operating considerations? 
27 MR. STENASON: Yes. 
28 Q. Are there any places you know of where the 


29|}\question of costing is approached from a short line mileage 


whether or not that be the actual movement? 
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MR. STENASON: Not to my knowledge. 

Q. It is a practise that is not adopted, 
anyway? 

MR. STENASON: I will have to check with Dr, - 
Edwards. I am told that costing On short line mileage 
is used where the actual mileage is not known, and in 
those cases these factors which are. set forth here 
are used to expand the short line mileage to give you 
the actual mileage. 

MR. SINCLAIR: When you say "set forth here" 
you are referring to the I.¢.C. statement. 

MR. STENASON: Yes, on page 156, 

MR. CUMMING: Q. That is with a view to 
arriving at what the actual mileage is? 

MR. STENASON: Yes. 

Q. So the traffic in that case would be 
charged with actual or as close to actual as can be 
determined? 

MR. STENASON: Yes, that is correct, 

Q. But in no case that you Know of is the 
charge ascribed to any traffic movement based solely 
on the short line distance? 

MR. STENASON: Not to my knowledge. 

Q. You mention also during the course of 
your evidence in connection with this routing pattern 
that the routing patterns used do not provide for out- 
of-line hauls? 

MR. STENASON: That is correct. 

Q. And to that extent, as I recall your 


evidence, the output units which are related to distance 
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1] are understated? 

2 MR. STENASON: Yes. 

3 Q. Could you give us any idea of the extent 


4|| to which there is any understatement? 

5 MR. STENASON: Yes, I was going to refer back 
6| to my test at this point. On grain to Fort William 

7| -- this was a total of 38 comparisons, that is to say, 

8| the routing analysis was tested against the tracing of 
the cars from 38 of these particular routings. We found 
29 were identical; 5 indicated an error of less than 

35 miles; 4 indicated an error of between 121 and 185 
miles. Overall the discrepancy showed an understatement 


of .9 of 1 per cent on that sample. 
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On grain to Vancouver, an. understatement of | 
-17 of 1 per cent, and on grain to milling points, .66 of Jone 
per cent. 

Q. Throughout it is of a pretty small order? 

A. Yes, and that would reflect operating 
matters such as wash-outs and detours. 

Q. Are these out of line hauls invariably 
longer than normal routing patterns? 

A. Yes, I would think they were. I am 
told yes, they would normally be longer than the normal 
routing. 

Q. Can you get situations at all when they 
would be shorter? 


A. Well, I can conceive of the situation in 
our treatment yesterday where we were discussing the 
grain originating at Weyburn and going up to Pasqua 
and Moose Jaw and Winnipeg. Presumably if there was 
a wash-out or something wrong with the line from Weyburn 
to Pasqua, then the traffic would move a shorter mileage. 

Q. On a diversion? 

A. Yeas 

Q. Are those shorter out of line hauls taken 
into account in these percentages that you have developed? 

A. Oh, yes, sir. The test was designed to 
pick up the shorter as well as the greater. It was a 
random sample. 

Q. Speaking of samples, your examination in 
the studies that you conducted in tracing cars was done 
on the basis of a sample of some 3700 cars? 


As That is correct. 
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Q. If I can refer for a moment to page 8 
of the precis of Mr. Bandeen's evidence, there is a 
description of a manner in which the sample was drawn 
as far as the Canadian National was concerned. It is 
at the middle of the page, the third paragraph down: 
"The sample cars were selected from all sub-divisions 
tributary to the grain terminal proportionally to the 
number of cars that such sub-divisions contributed 
to the total cars delivered to the grain terminal. 
This sample was distributed throughout the months 
of the year 1958 in proportion to the monthly load- 
ings on each sub-division". 
Was your 3700 sample drawn in the same manner 
as described there? 
a. It has the same effect. Mr. Bandeen's 
Sample was drawn at the terminal,ours was drawn at the 
origin points. What we did was to set a target of over 
all having a sample of a little better than 29 cars 
loaded. We then set a target sample or required a 
Beob ator cars to be sample in each sub-division and 
then eee the cars in each sub-division, selected 
two stations, and cpnducted a sample based on the random 
occurrance of cars at those two stations. So the sampling 
procedure is the same, having in mind the records of 
the two companies. 
Q. Does yours vary throughout the year 
in relation to the monthly loadings? 


A. Yes. For example, if we had set a sample 


of 200 cars from the Willingdon sub-division, then we 


had a random sample in which every 20th or 25th car as it 
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occurred throughout the year was sampled, 

Q. Does that method of drawing a sample 
adequately give effect to what I might describe as the 
peak demand requirements on the railway on the movement 
of the grain traffic? 

A, I would say so, 

Q. Is there any peaking traffic or cost 
from peaking other than what would be reflected from the 
manner in which this sample was drawn? 

A. I would say that there are elements of 
expense in which peaking are important implications, which 
has to do with car supply and empty car miles, 

Q. And which would be fully reflected as 
a result of the manner in which your sample of the cars 
studied was drawn?’ 

AS Well, I would put it this way, that we 
have, by using variable cost, not reflected the extent 
to which the inventoried cars of Canadian Pacific is 
larger, let's say as a result of having to move grain 
under peak conditions or the empty car miles of the total 
company are greater as a result of having to move grain 
under peaking positions. Now, in so far as car supply is 
concerned,the peak cars on top of the minor peak in 

box car traffic and as far as empty miles are concerned, 
the same situation is true in our loadings of non-grain 
which tends to be uniform throughout the year in western 
Canada, except just about the time that spring navigation 
Opens on the lakes. 

Q. I think you have to some extent anticipated 


the next question I was going to ask you. I take it that 
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“eu et 


1] the situation is that the railway has to have a substan- 

2) tially larger fleet than it would normally have because 
3] of this grain traffic? 

4 A, Yes. 

5 Q. And these box cars are used elsewhere 

6] in the off-grain peak periods? 

7 A. To the extent that they can be used else- 

8] where in the off-grain peak periods. 

9 Q. Would there be any basis in making up 

10} this cost study - did you consider charging to the grain 
11 traffic the full cost of what I perhaps might say the 

12| capital cost of that excess capacity that you have in 

13|| the box car fleet solely because you do handle the 

14) grain traffic? 

15 A. No, we did not charge that to grain. What 
16|| we did charge to grain was the average unutilization or 
17] short fall from full utilization of the box car fleet 

18] as a whole and applied that to box car traffic. We took 
19|| an average and applied it. 
6-20 Q. Did you consider doing it in the manner 

21|| in which I suggested? 

22 A. I tested before this. I didn't consider 
23|| doing it because once you adopt this type of treatment 

24|| with respect to a particular category of cost, then you are 
25||into the area of having to make assumptions, very broad 
26|}assumptions, in other categories of cost: for example, 
27|\what would be the switching or what would be something 
2lelse if grain did not move under these conditions, and 

29 as an analytic device we have used the concept of variability 


0 lwhich does spread such things as peaking on all traffic 
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which applies to box cars rather than to the traffic 
which gives rise to that. 

Q. By charging to grain traffic the 
unutilized -- 

A, That was a very poor word, Under- utiliza- 
tion, let's say. 

Q. --have you not substantially achieved 
the same effect? 

A. I didn't understand the question, Mr. 
Cumming. 

Q. By doing what you have done, as you have 
described it to us, have you not, for practical Purposes, 
achieved the same effect as you would have achieved 
if you had charged to the grain traffic, say, the 
full capital cost of the excess box car fleet? 

BD; No. You see, the difference is that 
we have charged the overall idle ratio on box cars to 
all traffic which used box cars, and we have not attempted 
to isolate the idle ratio, or at least we have not attempted 
to isolate the box car capacity which results from the 
peaking of grain. This has just been an idle factor 
which has been applied. 

Q. In connection with the empty car movement, 
you told us that no empty car movement east of Fort 
William has been included? 

A. That is correct. 

Q. May I ask you why? 

A. We felt that - I wouldn't say that it is 
a conservative approach, but we felt that it tended in 


that direction. On Canadian Pacific we have a cycle of 
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box cars in which we load Substantial quantities of 

box car traffic in western Canada destined to the United 
States, and the cars are reloaded in the United States 
and returned us, usually in eastern Canada. So let's 
say the leakage from the System is then pulled from 

the movement in eastern Canada to the west. Then checkin 
the empty mileage from Fort William to the west as the 
prior empty haul, it is not charged any amount of 

the subsequent empty haul which would occur, let's say, 
in this car after it had been unloaded somewhere in the 
United States, which we have no way of determining. 

On After the peaking demand of the grain 
traffic is over in the west, do you haul empties? 

A. Yes. 

Q. East for use there, perhaps to meet 
demand or operating requirements in eastern Canada? 

A. I am told no. The only cars, that would 
move to the east would be automobile cars, but they 
are not used extensively in grain service. For the most 
part these cars we store in the west. 

Q. Automobile cars? 

A, No, the box cars. 

Q. Did you consider; instead of attributing 
to the grain traffic the prior empty movement in the 
manner in which you have described,charging the grain 
traffic with the system average of empty movement? 

A. Yes, we did. We took the empty return 
movement in the reverse direction of the loaded movement 
and developed the empty return ratio. Perhaps I might 


just explain here. In the United States the usual method 
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1! followed in cost studies is to charge the empty movement 
2/ as a proportion onto the loaded movement, and the way 

3] this proportion is arrived at is to take the number of 

4 


empty box cars moving in the reverse direction of the 

5|| loaded box cars, and the proportion is developed from 

6] this to reflect the total empty car miles. Now, we 

7| tested it taking the prior empty movement by developing 
8! this ratio, and we found if we had used this United 

9| States method we would have had an empty return movement 
10! of approximately 64 per cent rather than the 57 per 

11] cent which was developed as a result of the prior empty 
12] movement analysis. 

13 Q. Do you consider the method you used a 

14]) more accurate assessment of the empty movement that is 

15| directly caused by the traffie that you have been examining? 
16 A. Yes, I would, because, largely of seasonal 
17 considerations. The only data we had in our records for 
18/ empty car movement in sub-division is on an annual basis. 
19 By a direct tracing of the prior empty movement we had 

20! been able to reflect seasonal considerations. 

21 ge Following through the application of this 
22 principle of dealing with empty movement, I just want to 
23! ask you how far the principle can go. Let me put a hypo- 
24! thetical example to you. Supposing, for instance, that 
25| a substantial amount of new or additional traffic west 

26 bound from Fort William to, say, Kenora were to develop, 
27 and you were making a cost study of that new traffic, I 
28 take it that new traffic would not be charged with any 


po prior empty movement? 


0 A. No, that new traffic would very likely not 
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1] have empty return movement attached to it, 


2 Q. Full box cars of grain coming into Fort 
3] William? 
4 A, Yes. Using the I.C.¢, or American techniques 


5] On this there would be a zero return movement in the 
6] reverse direction of loaded traffic. 
7 Q. Would there really be a zero return if the 
8] movement was pulled to Fort William, loaded from Fort 
9] William to Kenora and then empty the rest of the way 
10| to Vancouver? There is still some empty haul. Who is 
11/ going to pay for that empty haul? 
12 A. I say using the usual techniques, this 
13) would have to be developed on a sub-division basis; 
14] that is, one would have to develop: the empty return 
15|| movement in the reverse direction to the loaded movement 
16] and then trace the sub-division over which the movement 
17|| occurred. 
18 Q. And that would share it around a bit, 
19|) wouldn't it? 
20 A, Yes, that would put the empty return move- 
21])ment as an overhead ratio in the loaded movement. 
22 ABs Developing these cost studies in other 
23) traffic, how would you treat empty movement? 
24 A. We use the method I have described. 
25 Q. That is this I.C.C. method as distinguished 
26||from the allocation of prior empty movement entirely? 
27 A. Yes. 14t would simply not be feasible 
28: to trace ears for the normal run of costing, because 
29it is a very large job to trace 3700 cars. It took a 


Olvery large staff at Canadian Pacifie to do this for grain. 
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1 Q. I want to turn te another subject, if I 

2] may, Mr. Stenason; that is the question of locomotive- 

3] miles, and the difference in the methods used by Canadian 
4! Pacific and Canadian National in computing them. If you 

S| direct your attention to page 11 of the summary of evidence 


6] of Dr. Edwards where these two differences are set out? 


7 A, What is the page? 

8 Q. Page 11, under the heading "Locomotive- 
9] miles"? 

10 A, Yes, I have that. 

il Q: And about the middle of that paragraph 


12] this appears: 


13 "Canadian National developed locomotive-miles 
14 by the addition of train-miles and train switching 
15 miles, making no allowance for the movement of 
(16 light engines nor for helping and doubling. A test 
17 was made on Canadian Pacific to establish the unit- 
18 miles per locomotive-mile of the study traffie in 
19 relation to system unit-miles per locomotive-miles 
20 This test showed that there were more unit-miles 
21 per diesel locomotive~mile used in moving the 
22 Study traffic than the average in using all freight 
23 traffic." 
24 Now, firstly, this test that was conducted 


25 | and the ratio that was developed ~ does that ratio reflect 
26 these additional factors such as light engine-miles helper 
27! miles and doubling miles? I just want to understand 


28 what tests were done. 


(Page 12305 follows) 
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A.. No sir, they do not. The basic statistics 
of the company count as unit miles. The unit miles 
in running service exclude the light, helping and 
doubling. 

Q. There are really two elements of conserva- 
tism in the Canadian Pacific method in the calculation 
of locomotive miles, if I understand this correctly: 
one is the exclusion of these light engine miles? 

A, Yes. 

Q. And the other is the discounting to some 
extent of the extra number of unit miles per diesel 
locomotive mile. 

A, Tee. 

Q. ...used in the study traffic as compared 
to the system average; is that right? 

A. Yes, that is correct. The reason for 
this is that the basic statistics in Canadian Pacific 
do not record by individual train run the unit miles 
in diesel service. They work on the locomotive miles. 

Q. Can you give us some idea of the extent 
to which locomotive miles have been understated as a 
result of these two what you describe as more conservative 
approaches? 

e; The one that I have tested, which is the 
unit mile per locomotive mile ratio, indicates an 
understatement in the neighbourhood of $100,000.00. 

Q. In the over-all result? 


|i Yes. 


(Page 12320 follows) 
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Q. And what about the elimination of 
switching miles, light engine miles, helper miles and 
doubling miles? 

A. I haven't tested that and I don't know 
how significant it would be. 

| Q. Could any of your operating people give 
us an idea of what it would be? -- 

MR. SINCLAIR: Try Mr. Smith here. 

‘WR. SMITH: It is light running -- light 
doubling running. 

MR. CUMMING: I don't know what they are 
about. They are called train switching miles, light 
engine miles, helper miles and doubling miles. There 
are four categories. 

MR. SINCLAIR: Light. 

MR, CUMMING: Light engine miles? 

MR. SINCLAIR: There are three, I think. 
I have got light engine, helper and doubling miles. 

MR. CUMMING: Yes, L-am sorry; there are just 
three. 

MR. SINCLAIR: Let Mr. Smith answer that. 

MR. CUMMING: Do you know the question. 


and the answer that I want, or do I have to try and 


“phrase it again, Mr. Smith? 


¥ ey 


MR. SMITH: In light running there is some, 
but not very much . There is some light running. You 


don't have any doubling with diesel locomotives; and 


peo 


Rélpers. os. 7 


MR. CUMMING: Helpers was another category. 
MR. SMITH: Tre re is in B. C. a little 
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helper mileage, but not very much. 

MR. CUMMING: Would it be fair to say that, 
overall, there ‘As not much:.in this? 

MR. SMITH: Not very much. 

MR. CUMMING: Q. We come along now, if I 
may, Mr. Stenason, to another subject which has been 
much agitated, and I won't tale much of your time with 
ig; but 1t ts the ‘question ‘of switching, and I would ask 
you to look at the statement numbered 401, which is at- 
tached to your precis of evidence. It is statement 
No. 401. 

A. Exhibit 59? 

Q. Which is Exhibit 59. That sets out 
the three groupings of the yards’ in which She field 
studies on switching operations in the western and 
prairie regions were conducted -- large yards, medium 
yards and small yards. 

A. Yeor 

Q. I wonder if you could tell us, having 
indicated in an answer to, I think it was, Mr. Mauro, 
that, generally, switching times are longer in the large 
yards than they are in the small yards -- that is a 
fair statement, is it, as to what you said to him 
DELOPe tees 

A. Yes. 

Q. ...can you give us some idea what the 
average minutes per car were in the large yards, the 


/ 


medium yards and the small yards? 


A. That would be for classifying them, would 


it? 
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Does it make any difference? 

A. Oh, yes. 

Q. Do I have to go beyond classification? 
Would there be differences in the average minutes per 
car in the other elements of switching as between small, 
medium and large yards? 

A) Wess 

Q., As.well as in classification? 

A. Yes; considering the distance, it could 
be that in one particular area the industrial track could 
be at a greater distance from a classification yard area 
than some other yards; of course, this would be normal. 

Q. I don't want to take the time to invite 
you to produce a long and complicated table of figures. 
Maybe this is something that could be made available to 
the Commission later. You see, I don't know how much 
I am going to get when I get your answer. 

A. Iwill read you our large terminals; and 
this is classification. 

Q@. You are dealing with classification only? 

A. Yes; which is a good indication of yard 
time. Calgary, 4.7 minutes; Fort William, 1.3 ... -- 
no, Fort William, 2.6. 

Q. The 1.3 was the hump? 

A, No, the 1.3 was a half classification 
which was applied to through grain treaties: Since the 
traffic does not move at Crow's Nest rates beyond Fort 
William we took half of the classification charged to 


grain. It moves under the Crow's Nest rates to Fort 


William. 
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We have Fort William, 2.6: Moose Jaw, 4.4; 
Winnipeg, 6.0; and Calgary I have already given you. 

Q. Now, in the medium-sized yards there 
were just three studied? 

A. Yes The average was 1.6. The small 
(a) yards with yard engines, the average was 2.4. 

The small (b) yards was 1.6; and the small (c) yards 
where the work is done by small road engines the average 
was 1.3. 

COMMISSIONER BALCH: What would that actvally 
entail in minutes? 

THE WITNESS: That entailed the volume of 
work that is done at each of those yards. We tend, as 
you know, to have a much greater volume of work done 
at the larger yards because this is where the trains 
are made up and broken and so on. 

COMMISSIONER BALCH: And you would allocate 
bias bo the time for eacn. car? 

THE WITNESS: Yes. 

COMMISSIONER BALCH: fs that your ‘principle? 

THE WITNESS: Yes. 

MR, CUMMING: Q. Could I ask you next, 
then, Mr. Stenason, in connection with the group of 
medium yards which are set out in statement 401, what 
sort of variations, if any, you have got between the 
individual yard studies? 

A. xes. We have Kenora with 1.1; Revelstoke 
with 1.5 minutes; and Swift Current with 2.1 minutes. 
That lower time for Kenora reflects the greater amount 


of through work at Kenora. These are at all times for 
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through cars, but at Kenora you would have a lot more 
changing of cabooses and pulling bad orders than you 

would have at Swift Current or Revelstoke. At Revelstoke}: - 
there is a change in tonnages and consequently move traffic 
has to be taken out of the trains there than others, 

and at Swift Current you have a large number of branch 
lines and, therefore, a large number of heavy freight 
bringing traffic into Swift Current, so you have a lot 

more movement from one train to another. 

Q. Can we have the comparison of the figures 
on the small yards studied? 

A. Yes; the small yards: Assiniboia is 
SC976 Red Deer, °o1.7;2 Souris 31.9% 

Q. And on the matter of. cuts which comes 
into consideration in this question of switching, do 
you recall Mr. Mauro dealing at some length with the 
question of cuts? 

a. Yes. 

Q. And in the transcript, volume 66 at 
page 1114, where you were discussing with him .... 

Aneo VI? 

Q. Iam sorry; 11814 -- about line 16 on you 
were discussing with Mr. Mauro the Wright formula on the 
impact of multiple cuts on switching time, and you 
indicated that your experience had been that the critical 
point was between approximately one car per cut and 
two cars per cut, and that you found, if I have under- 
stood your evidence, there was not much significant 


variation after the number of cars per cut rose above 


two? 
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A. Yes; that was based on special studies 
which we have had under way in our Winnipeg yard for 
some time, which have to do with control procedures and 
measuring the time required for various types of yard 
work. 

Q. And then, this matter having been raised, 
you indicated that you had conducted some test, or 
some further studies, at Calgary, Souris and one other 
place, as Ih recall? 

A. Saskatoon. 

Q. Yes, Saskatoon. Dealing just for the 
moment with the Calgary study, you found that the average 
car per,cut, for .grain was,3.3,. and for, non-grainsy Qin 
I had noted it as 2.4, but in the transcript it said 
20. 

A, Both figures are wrong. I have the 
work papers. The grain was 3.03 and all loads and 
empties was 2.53. 

Q. To get averages of this sort there would 
be a scatter of observations around the figure which 
ultimately becomes the average? 

A. Yes, there would be. 

Q. And with this non-grain ones there would 
be a significantly larger number of single cars being 
cut than there would be in the grain movement? 

Would that be fair? 

A. No, I wouldn't say that. 

Q. I am suggesting that just on the basis 
of the figures which resulted on these averages? 


A. Yes, that sort of thing can come from 
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an average, of course; but the operating policy of 
Canadian Pacific is to maximum traffic on the basis of 
distance rather than on the basis of type of conditions: 
so that in Calgary you would have in your cut a number of 
cars per cut factors reflecting solid cuts on traffic 
destined to Vancouver and possibly solid cuts on traffic 


destined to Edmonton. 


Q. When you say "solid cuts" you mean 

A. I mean two or three cars, or whatever it 
may be. 

Q. But would it be fair to take it from 
what you have said -- this is just so that I understand 
you properly -- would it be fair to take it from what 
you have said that there are more -- it seems to me, 
anyway, to be clear from these average -- more cuts when 


there is grain involved comprising two or more cars 
than in the case of non-grain? Is that the result of 
this study? 

A, No, I wouldn't say so. I would say that 
there are problems with averages, of course. You can 
have single-car or l.c.l. traffic, but you can also have 
single car or .1.c.1. of grain traffic. I would say tha 
the averages reflected the number of cars per cuts 

Q. Can you tell us from your work papers 
on this study how many grain cars and how many non-grain 
cars are involved in this Calgary study? 

A. I don't have the work papers here for 
that. We can make it available. 

Q. Perhaps you would; and since there were 


three studies conducted, perhaps we might have the number 
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of cars involved in each of these three studies which 
led to the averages that you gave us the other day. 

A. Yeo. 

Q. Now, we are going to make some little 
faster progress because I am coming to pages where there 
are things stroked out 

MR. SINCLAIR: Maybe we can take five minutes, 
Mr. Chairman. 


THE CHAIRMAN: Yes, we can. 
---Short recess. 


THE CHAIRMAN: Order, please. 

MR. SINCLAIR: Before we start, it has occurre 
to me that Mr. McGinn has been here on switching studies, 
and in view of the fact that he is a graduate of the 
University of Saskatchewan I hope that some questions 
will follow so that we can get Mr. McGinn's qualifica- 
tionsionithe record. | 

THE CHAIRMAN: I know where he comes from.-- 
a very good place. 

MR. CUMMING: We will be very glad to have 
Mr. McGinn's qualifications on the record, and I have 
no doubt he will be taking part in the preparation of 
these additional figures we have requested. 

Q. Mr. Stenason, would you look at page 13 
of your precis? You are dealing, near the bottom of 
Spt ga 65 with the problem of allocating to the study 
traffic the proper proportion of the non-revenue freight 
-- that is, the 0. C. S. movement. 


A. Yes. 
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Q. And you point out that this was allocated 
on the basis of the system-wide proportion of ton miles 
of non-revenue freight excluding the passenger prOporttion 
of total revenue ton miles of freight. 

A. Yes, that is correct. 


Q. And you refer to the factor of 3.954 per 


eent? 

A. Yes. 

Q. Would you tell us why you use the system 
average instead of the relationship, or the percentage 
relationship, that would be applicable in the prairies 
and Pacific region. 

A. I used the system average because cer- 
tainly some non-revenue freight which is used in western 
Canada comes from the east. For example, a great deal 
of our rail comes from Sault Ste. Marie. AL Mtor sour 
rail comes from the east, and many other materials that 
are used in railway construction or in non-revenue freig 
come from the east. Trat was really the reason for 
using the systematic average. 

Q. Would you have been justified in taking 
the western region average which, I understand, to be 
higher? 

A. Yes, it is higher; there would be some 
justification here, Mr. Cumming. 

Q. You pointed out your further explanation, 
which you gave when you were giving your evidence in 
volume 18 at page 2502, that the treatment that you have 


given 0. C.S. freight has an element of conservatism 
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A. Ves, 

Q. I am interested in that. As I understan 
the rationale of allocating to the study traffic or any 
traffic, you might be costing a portion of O. GC. S. so that 
it is related to the work done. 

A. That is correct; and it has to be costed 
as part of the expanse of the company. The fact that it 
is not included in the account means that an adjustment 
has got to be made to basic output unit to so reflect it. 

Q. It could be done, as I understand the 
to. ©. doit, ona gross ton miles basis. 

A. Yes, it could be done by actually getting 
estimates as to the cost of moving non-revenue freight; 
and in one of the tables of railway form A which is used 
by the I. C. C. there is provision made for taking the 
average load per tank car of non-revenue freight and the 
average load per flat car of non-revenue freight. 

Q. But as you indicated previously, the 
rationale in making this allocation is that it should 
be related as closely as possible to work done? 

A. Yes, that is correct. 

Q. And in the manner im which you have 
allocated it, you have adjusted all the relevant output 
units by the percentages of non-revenue freight to charge 
the study traffic with what you consider to be its prope 
proportion of this cost? 

A. Yes, and the effect of that, Mr. Cumming, 
was to reflect the cost characteristics of grain in 80 


far as our estimate of the cost characteristics of non- 


revenue freight is concerned. 
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2 Q. By doing it in a method which adjusts ail 
3 the basic output units rather than relating it to simply 
one of the measures, would it be fair to say that this 
combined picture of output unit, gross ton miles, revenue 
freight and all the other elements is really a better and 
more accurate picture of the work done by the railway in 
moving the study traffic than simply taking one of those 
elements. 

9 | A. Well, I believe the method used by the 

10} I. C0. C. referred to the estimate made of the actual 

11 cost of moving non-revenue freight, and they total these 


together and non-revenue freight is apportioned between 


1v, 

13 the different categories of freight traffic on the basis 
CT *ervons ton miles. That method would be preferable to 

- the basis used here. 

¥ Q. You believe it would be preferable? 

16 A. Yes; because it would reflect the actual 


17 cost characteristic of moving revenue freight. We don't 
1g) have the data which reflects the loading characteristic 


and other basic cost measures for non-revenue freight. 


19 
Q. But don't you get a better picture of th 

20 

work done and, therefore, of the cost by looking at what 
21 7 ; . ten 

I might describe as a composite picture otf output units 
Ze a z f PaaS i 

rather than a single output unit. 
23 A. Oh, yes; I would say that if this method 
24] is used -- this 3.954 --- then it has to be applied in 


25 composite output units. 


26 Q. And you told me before that the rationale 
7 of charging 0. C. S. is to allocate it to work done? 
28 Ny Yes. 


29 
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Q. And if the composite picture of work 
done reflected by the combination of ‘all the output 
units gives you a better, fairer or more accurate 
picture of work done in this Mart ieuian study, then, 
isn't this certainly the proper way of charging it 
rather than by the I. C. CG. method of Just relating it 
to gross ton miles? 

A. Yes; but,of course, you must appreciate 
that the I. C. C. developed the unit cost of non- 
revenue freight on the basis of the loading characteristics 
of the non-revenue freight, and would apply that unit 
cost to the share of the total gross ton miles of non- 
revenue freight which one particular category of traffic 
bears. 

Q. All I was referring to, really, is that 
if this is a better picture anda better reflection of 
the work done and if the purpose is to attribute the 
cost of 0. C. S. on the basis of work done -- that it 
might be fairer to say that it isn't really an element 
of conservatism but that you have achieved a higher 
degree of accuracy. 

A. In view of our lack of the basic loading 
characteristics of our non-revenue freight, I would agree 
with you. 

Q. Turning, then, to another subject, and 
that is the adjustments that were made to take into 
account expenses not included at the division level, 
you deal with that in your precis at page 10, and you 
point out -- if I am summarizing it properly -- that in 


order to adjust these superior expenses -- if I may 
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describe them that way -- the coefficients which were 
established on your regression analysis were adjusted 
by the ratio of the.total System expense to total expense 
incurred at the division level? 

A. Yes; that is, at all divisions. For 
example, the number of regressions were based on the line 
haul division, which is 27. This adjustment was a 
System expense to the total of all divisions, which would 


be the 32 -- the 27 line haul, the 4 terminal, plus 


Canadian Pacific's Electric line -~ to make sure this 
11 one amount of division expense would be included in the 
adjustment. 
12 
Q. And presumably those adjustments would 
‘i be up-gradinggto take into account these other expenses? 
A, Not in all cases. In the case of 
15 "Train Other Expenses" there is a down-grading. The 
16] ratio applied was .94. 
17 Q. There are two above that. These figures 
18 you are referring to now are on Exhibit 65 -- revised 
statement 407 -- "The Revised Variable Portion of 


Transportation Expenses," and the number is No. 7. 
A Yes. 402, for example, is .949. Now, 


there was, no doubt, a system credit which was put agains 


that account. Train locomotives water was .999. 
That, no doubt, reflected &@ system credit. Then, on 
the fuel and crew wages, this adjustment factor, line 
1, is crew wages which reflect an adjustment put through 
the account at the system level. 

Q. This is a difficulty I was having with 


your figures. I had before me this statement in your 
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precis at page 16 that the adjustment to railway expense 
is not included at the division level, and it seemed to 
me, in my lay manner, that negative adjustments were 
inconsistent, with the idea that "How could there be 
any saving at the superior level?" 

A. It is as a result of credits that were 
put through the account at the system level. For 
example, we have scrap credits for rail. You will never 
have that rail show in the division expenses, and then 
there will ibe a scrap credit for the rail which was 


removed, which will go into expenses at the system 


level. There can be credit adjustments for various 
factors. 
Q. Could you give us some examples? That 


is salvage? 
A. That is salvage. Do you want negative 


factors? 

Q. Yes; these were negative factars that I 
had seen -- certainly on this statement; there may be 
some on a number of the others. 

Be Fuel in the inventory. There is 
inventory adjustment which is contained in the accounts 
here. When the accountants are finished working with 
the balance sheet there is a reconciliation of inventory 
-- the inventory at the beginning of the year, the amount 
used during the year -- the purchases during the year -- 
and inventory remaining at the end of each year. That 
gives rise to an adjustment. 


Some of the positive ones: Yard expense, 


for example. We have quite a significant one -- yard 
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master and clerks, 1.09. The increase in that reflects 
police constables which were put into the yard master and 
clerks account at the system level. They are not 
treated at the division level since the payroll 1s%a 
system payroll. 

Q. Can I take it that wherever there are 
category adjustment factors these are credits of some 
sort, like salvage, or something along that general line? 

A. Tes’. 

Q. Now, unless you have something to add 
Goavthat nage’ 

A. I would just add inventory adjustments 
Which apply to all material. 

Q. On the next subject, of the allocation 
of expenses in the category of traffic in general, where 
you mention rent and taxes other than income taxes, 
you haw told ORE that these expense categories, excluding 
the portion applicable to passenger operations, have 
been allocated -on the basis of the percentage relation- 
shipsas are set out on page 68 and then distributed in 
the relationship that the variable expense of the study 


traffic bears to the variable expense of freight on the 


system? 


(Page 12340 follows) 
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Q@. Have I stated that properly? 


MR. STENASON: This ratio applies to the 


variable expense of each category of freight traffic. 


That. takes over variable grain to the total freight 
variable, which arrives at a ratio of 15 per cent, 
Which is the ratio used in allocating constant cost. 

Q. Then, in the result it breaks down, as 
appears from Exhibit No. 68 revised -- that is statement 
No. 410 - there is allocated to the variable cost of 
study traffic some $5,560,000 oda? 

MR. STENASON: Yes. 

Q@. And there will ae allocated to the 
constant portion of the study traffic -- we can get 
that from statement 411, revised, can we? 

MR. STENASON: Well, statement 411 revised 
is Exhibit 69. 

Q. What is the companion figure of Exhibit 
69 revised which would relate it to the figure of 
$5,811,000 which appears on Line 23 of the former 
Exhibit 69? 

MR. STENASON: This is rather difficult -- 

Q. Perhaps I can shorten it up this way: 
What I am really asking is, how much is charged 
to the study traffic as a constant cost of account 
Traffic and General, Communication Rail, and Taxes. 

BR. STENASON: The short way of doing this 
would be to take the total constant cost, exclude 
the constant investment cost, and take approximately 


17 per cent of that figure. Now, this would be 
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total constant cost, $12,129,000, less the cost 
of money which is approximately $2,000,000 -- these 
are very round figures -- which would give us about 
$10,000,000, and we would be dealing with 17 per 
cent of that. 

MR. ANSCOMB: $1,700,000? 

MR. STENASON: Yes, approximately $1.7 miliion. 

MR. CUMMING: QQ. On the figures that I 
have taken off the previous exhibit - and perhaps you 
can give me the round percentages as they come from 
the revised exhibit - the family of accounts called 
Traffic and General, Communication Rail, and Taxes 
appear to work out, to have been treated as roughly 
85 per cent variable with the study traffic and 
15 per cent constant. 

MR. STENASON: No, Mr. Cumming. The effect 
of applying this ratio to the variable expense and 
to the constant expense is to assume the same degree 
of variable of traffic in general as all operating 
expenses, which is about 77 per cent. 

Q. It would come down to the same percentage, 
would it, as the General? 

MR. STENASON: As all operating expense, yes. 

Q. With that in mind I would like to read 


to you what appears in Dr. Edwards' precis at Page 25, 


where he says: 
ip 
"Constant costare expenses found not to be 
variable with traffic volume. They Apeaans ar 


in large measure, expenses related to 
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maintenance and investmenu in pr®verties in line and 
yard, as well as supervisory expensés, 
traffic expenses general expenses 


property taxes," 


fi 
‘Those last three 


Vs} 


are the family of accounts that we 


havebeen talking®apout? 

MR. STENASON: Yes.” This would ‘be the constant 
portion of that particular family of accounts. 

Q. Are you not surprised to find that the 
expense categories, Traffic, General and so on, have 
Such a high degree of variability? 

MR. STENASON: Well, if you look at the 
individual accounts you will find, for example, 
pensions make up almost half of the total Traffic and 
General; and of course pensions, in the case of the 
Canadian Pacific is total cost, about $20,000,000. 
This is variable with labour costs. 

Q@. Because it is related directly to it? 

MR. STENASON: Yes. It is related to labour 
conditions. This would have about the same degree 
of variability as the total operating expenses. If 
you look at the other accounts, the Traffic expenses, 
property taxes and so forth, which we have had a long 
discussion on, you would expect greater elements of 
constancy than are contained in this overall 77 per 
cent. But our tests were - and this is a test that 
Dr. Edwards has bahikubed -- to relate variation 
in Traffic and General expense to a large group of 


U.S. carriers with variation in operating expenses. 
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And also we have a number of observations of the 
behaviour of traffic and General expense as a group, 
with operating expenses as a grour., 

I mentioned earlier that in the case of 
Canadian Pacific our Traffic and General expenses have 
borne about the ‘same relationship to the total operating 
expenses over the last ten or twelve years - that is 
the period examined. This cross section study one 
Dr. Edwards did certainly indicates the same degree 
of variability. I was interested in the fesults of 
these tests.., 

Q. When you Say you were interested, and 
the manner in which you say it, Suggests that you were 
a little surprised at the result, were you not? 

MR. STENASON: I had never thought it would 
be that variable. 

Q. You did not think they would begthat 
variable? 

MR. STENASON: Tests certainly indicate that 
hey are. of course, if you consider what we are - 
doing by relating Traffic and General expense to the 
total operating expenses, they have many features in 
commori with total operating expenses. So far as half 
the expense category is concerned, that reflects 
directly the labour charges. 

Q. Which would have a big impact on its 
percentage of variability? 

MR. STENASON: Yes. 


Q. Now, I am going to leave that and go 
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for a moment to this subject of solely related 
lines; I have a couple of points I want to ask you 
about at Volume 66, Page 11747, Line 21, in answer 
to a question from the Chairman, The Chairman asked 
you: 
"May I ask Mr, Stenason this question? If 
the rates on grain were raised to the point 
that the company wants now, and if that rate 
were paid, would ail branch lines in Western Canada 
be paying?” 
You answered: 
"Yes, all branch lines but about three or 
four, solely related lines". 

MR. STENASON: I am sorry, Mr. Cumming, the 
analysis was based on the solely related lines only. 
This indicates that we had examined all branch lines. 
That is not correct. That would apply only to solely 
related lines. 

Q. I suppose if the railway got a shade 
over a cent a ton mile, even those three or four 
would come into the profitable class? 

MR, STENASON: They a:e very close to being 
profitable now, It is under the presumption that 
they are used. 

Q. They are close to being profitable on 
the assumption you were getting one cent a ton mile 
on the movement of grain? 

THE CHAIRMAN: Can you name them? 


MR. STENASON: Yes. 
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Q. Which are they? 

MR. SINCLAIR: Two of them, as I recollect, 
unfortunately are in Manitoba. 

MR. CUMMING: Q. Are they in Manitoba? 

MR. STENASON: We start with one inAlberta - 
too bad Mr. Frawley is not here - that is the Cassels 
Subdivision. 

Q. That is one we have not heard so far. 

THE CHAIRMAN: How long is that branch line? 

MR. STENASON: This requires anether working 
paper - no, we have this one: 23.2 miles. 

Q. And the next one? 

MR. STENASON: The next one is the McA iley 
Subdivision. 

Q. That is in Manitoba? 

MR. STENASON: That is 16.8 miles. The next 
one is Medstead Subdivision, which is in Northern 
Saskatchewan, and that is 36 miles. That is the 
Canadian Pacific portion of the subdivision. The 
next one is the Snowflake Subdivision, which is in 
Manitoba, and that is 41.6 miles. 

Q. Could you tell us what year each was 
built in? 

MR, STENASON: Yes sir. The first one, Cassels, 
was constructed in part in 1928. 

Q. And Medstead - was it not later? 


MR. STENASON: That was in 1931, and it was 


Placed in operation in 1932. The Snowflake Subdivision 


was built in part in 1899, and another portion was built 
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from 1903 to 1909 - it was put in operation at 
various stages. McAuley was built in 1904. 

Q. Thank you. 

MR. CUMMING: Q. Of the total of 3,1323 miles 
of solely related track, could you tell me roughly 
how many individual lines are in that figure? 

MR, STENASON: Yes - I will have to count them. 

Q. <A round figure would be all right, Mr. 
Stenason. 

MR. STENASON: Forty-nine subdivisions. For 
the most part a subdivision is a branch line. 

Q. You are able to say, Mr. Stenason, that 
if the revenue to the railway for the movement 
of grain went to one cent a ton mile all three or four 
of those solely related lines would be profitable. 
What would your situation be if the revenue to the 
railway for the movement of grain through export went 
to, shall we say, .9 cents a ton mile? 

MR. STENASON: I would have to recalculate. 
This working paper is difficult to follow, because -- 

MR. SINCLAIR: Could we do that and file 
it with the Commission? We could calculate, if it 
was at .9 cents, how many additional lines there would 
be, and name them and their dates of construction. 

THE CHAIRMAN: Yes. 

MR. CUMMING: That would be all right. Perhaps 
you would also calculate .75. 

MR. SINCLAIR: Yes, we can do that, and 


give the date of construction in the next column. 
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MR. CUMMING: Q. Thank you very much. 
I am very nearly through with you, Mr. Stenason; 
one or two more points and I will conclude. 

I was wondering if you would tell the 
Commission, in dealing with the question generally 
of the alocation to the study traffic of constant 
costs, which you have allocated on the basis of 
percentage of the study traffic variation costs to 
system operating variation costs, just what are 
the criteria for determining a proper basis for 
allocating constant costs? 

MR. STENASON: Well, the difficulty, of course, 
with constant cost is that it is a category of 
cost which cannot be directly traced to some particular 
work; and consequently, there are a number of 
procedures for apportionment, some of which have 
been used by the I.C.C. - two have been used by 
1.6,¢. qe is to apportion on the basis of variable 
expense to total operating variable expense. That 
is how I.C.C. did it initially; and the second method, 
and the one used by I.C.C. presently, is to allocate 
on a basis of tons and ton miles. The purpose 
of allocating on the basis of ton and ton miles 
is not to refle¢t the peculiar characteristic of the 
study traffic. That is to say, to recognize that 
constant cost is something that cannot be traced 
directly to some usable unit or some expense unit, 
and therefore not to penalize very heavy high-cost 


traffic such as l.c.l. traffic with a high share of 
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the constant, and not to understate the proportion 
of the constant which might go on a relatively 
tow cost category on traffic such as grain with a 
very heavy load characteristic, 

Q. On this same I.C.c, document that I 
referred to before, there appears at Page 23 -- 


MR. SINCLAIR: Is that a Senate document? 


Page 12349 follows. 
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1 
2 MR. CUMMING: The document is entitled: 


3 "Explanation of Rail Cost Finding Procedures and 
4| Principles relating to the use of Costs". At Page 
5 23 there is this last paragraph just before the 


6 footnote: 


7 "Although any treatment of the constant costs 
8 in a cost study is necessarily arbitrary, 

9 the prorata ton and ton-mile apportionment 

10 appears to be that which is most useful 

11 and meaningful as a point of departure to 

12 the rate maker," 


13/ I wonder if you agree with the first part of that, 
14) that any treatment of constant costs is necessarily 
15| arbitrary? 
16 MR. STENASON: That is correct, sir, although 
17|| one must appreciate that constant costs are 
18] costs just like any other type of costs, and that 
19] they have to be paid, but the allocation of those 
20] constant costs between categories of freight traffic 
21| can be done on a number of bases. 
22 Q. Thank you, Mr. Stenason. Now, I have 
23|| two very short points, and I am through. In the 
24) revision of Exhibit No. 66, which is statement No. 
25| 4080 revised, the change that you have made in 
26] line 10 from the previous exhibit 66 is torelate the 
27 cost of money for investment in equipment and in 
28| freight train cars particularly to car days rather 
29| than car miles as was done previously? 


U MR. STENASON: Yes, that is correct. 
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Q. And this statement, if my understanding 
of it is correct, is one which shows the avoidable 
cost of money invested in road and equipment related 
to the study traffic -- that is the purpose of this? 

MR. STENASON;: Yes. 

Q. And the rationale of relating -- 

MR. STENASON: Pardon me -- which shows the 


variable cost of equipment. 


Q. I do not want to get into these fine 
distinctions, but if you want to say "variable" then 


that is all right with me. The rationale, I take 
it, was relating the ecst of money invested in 
freight train cars to car days rather than car 
miles is that car days is, in your view, a better 
measure of the number of cars required? 
MR. STENASON: Yes, sir, because the car 
days mitiplied by 365 --- 
Q. ~--gives you the number of cars? 
MR. STENASON: Yes, it gives us the number 
of cars. 
Q@. Then, why would not the same principle, 
having in mind that we are concerned with the 
number of cars and, I suppose, the number of locomotives 
why not have diesel yard locomotives, diesel 
road locomotives, and so on -- those equipment factors -- 
related to locomotive days? What is the difference, 
in other words, between car days as a measure of 
the number of freight cars you need, and not using 


locomotive days as 4 measure of the number of 
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locomotives? 

MR. STENASON: If we had any way of cal- 
culating the number of locomotive days I would prefer 
it in developing this category. 

Q. You use this because of lack of data 
of other sorts? 

A. No, not entirely. Our treatment of 
these items of investment varies pretty well, but 
in the I.C.C. treatment I have never seen miles 
used as a basis for locomotives. TI have used days -- 
I have seen days used as a basis. I suspect the 
reason for this is that no one keeps locomotive day 
statistics. It would be a very hard thing to do. 

You see, you can trace a box car to the traffic moving 
in it, but when you try to trace a locomotive because 
of the traffic moving -- 

Q. It is a little more mysterious? 

MR. STENASON: Yes, because you have a lot 
of different types of traffic moving behind the 
locomotive. This is a very good point. The range 
of variation in miles to time would be of far greater 
importance in the case of locomotives than in the 
case of cars. You see, with respect to cars, one 
of the very large items which soaks up car days 
is the time that the car is at the shipper's siding 
being loaded, or at the consignee's siding being 


unloaded. 


Q. Such as at the Lakehead Terminal that 


we heard about? 
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MR. STENASON: Yes, that is six or seven 
days. 

Q. Perhaps we had better not talk about 
the Lakehead terminal when Mr. Mauro and Mr. Frawley 
are not here. Did I interrupt you, Mr. Stenason? 

MR. STENASON: No, I am finished. 

Q. Now, in Exhibit 132, the statement of 
revisions, at Page 4 of 7 under the heading "Equipment 
Maintenance" you point out that the basis of change 
was that there was a separation in the accounts of 
these expenses -- that is, expenses between yard 
and road -- made on the basis of tractive effort. 

I wonder if you would explain that to us, Mr. Stenason, 
and particularly give us a definition of "tractive 
effort" as it is used there? 

MR. STENASON: Yes. The output unit which 
is kept in the company records for the various 
categories of service in which steam power is used, 
Such as yard, passenger and freight, is called 
locomotive capacity miles. It is a measure which 
reflects the capacity of the locomotive, so that 
you could have two like locomotives with a small 
capacity being compared with, let us say, two 
twenty-five per cent capacity locomotives running 
one mile, which would give you one 50 per cent 
locomotive capacity mile, and then that would be 
the equivalent of a 50 per cent capacity locomotive 
running one mile. It has the effect of reflecting 


the relationship between repair expenses and the 
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nature of the locomotive. That is to say, the 
bigger the locomotive the bigger the job it is 
doing and, therefore, the more would be the repair 
expense. 

MR. CUMMING: Thank you very much, Mr. 
Stenason. I am sorry for having taken so long. 

RE EXAMINATION BY MR. SINCLAIR: 

MR. SINCLAIR: I have only a few questions, 
but in view of the lateness of the hour, Mr. Chairman, 
I take it that the technical staff of the 
Commission, will, of course, be looking at this 
material closely. I could, maybe, spend quite a 
bit of time just cleaning up some small points, but 
I think if they are interested in them they can 
solve them by just raising them with Mr. Stenason 
or Mr. Bandeen and these other people who were doing 
their checks. 

MR. CUMMING: I think my friend can be 
fully assured that that is the present intention of 
the technical staff, and it was for that reason, 
having in mind that they will be dealing with the 
greatest possible detail with Mr. Stenason and Mr. 
Bandeen which, I might without being offensive, 
describe as the minutae of this, why I did not go into 
it. The other reason, of course, is a personal 
one. 

MR. SINCLAIR: I have a few points, then. 


There has been some discussion between various 
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counse. about Switching at Kenora, and you have made 
it clear in answer to counsel to-day, in any 

event, that classification switching, and that 
element of switching, at Kenora does not require 
further elaboration, but what about local switching, 
or what is called industrial Switching, or what 

is also called placing cars of grain for mills or 
storage, or anything of that nature, at Kenora? 

MR. STENASON: Yes, sir, there is a mill 
just within the switching limits of Kenora, and 
there is local switching in connection with the 
putting of grain into the mill and the pulling of 
the empty -- the putting of the empty in, and the 
pulling of the flour out. 

Q. Perhaps I can lead you here; it will be 
quicker. Mr. Stenason, you have reference to the 
Lake of the Woods Mill at Keewatin? 

MR. STENASON: Yes. 

Q. The grain comes from Winnipeg through 
to Kenora and it is taken off the train in 
classification switching? 

MR. STENASON: Yes. 

Q. It goes through the classification yard? 

A. Yes. 

Q. It is picked up by the transfer? 

A. Yes. 


Q. And it is taken by the transfer to 


Keewatin? 


A. Yes, and the car goes -- 
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Q. Yes, it is spotted at the mill in 
Keewatin? 

A. Yes, 

Q@. And then the empty comes back, and 
this is all done by the Switching engine at Kenora 
and that, of course, would take quite a bit more 
time than would classification switching on the 
average? 

A. Yes, 

Q. And I think you have made it clear, 
have you not, in dealing with the element of 
switching -- that is, classification switching -- 
that you use averages? 

A. Yes. 

Q@. And in dealing with local switching 
for grain and grain products you use what? 

A. Well, we trace the movement of the 
traffic. For example, if the mill was located in 
this particular example at the end of an industrial 
track then we compute the time per car for 
handling the grain or the milling product to and 
from the track. 

Q. Then, you have developed it specifically 
by location and destination? 

A. Yes, specifically by location and 
prime studies on the work done onthe cars handled. 

Q. Now, Mr. Stenason, in Volume 66 at 
Page 11699 you were discussing grain moving at 


Kenora where there was some classification switching, 
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and Mr. Mauro said to you at the bottom of Page 
11699: 

"Wouldn't it be more economical not to 

Switch all of these cars from ane train 

to another train, and operate this train 

right through when it has the same tonnage 

rating?" 
And your answer -- I should put in parenthesis there, 
possibly, so that there is no misunderstanding, that 
you explained later that that same tonnage rating 
did apply to diesels through from Winnipeg to Fort 
William, but that there was a reduction at Kenora 
for steam power which was operated in 1958? 

As Yes. 

Q. Keeping your mind on diesels your answer 

was: 

"This is assuming there is enough volume 

of grain every day of the year to make 

up a solid train of grain all the way to 

Fort William." 
Now, arising out of your answer, Mr. Stenason, is 
a question of whether grain could be more economically 
handled on the main line of the Canadian Pacific 
if it was handled in full tonnage trains rather than 
by the method it is handled on the Canadian Pacific 
and as you have costed it. You have made certain 
studies of this? 

A. Yes, seven studies have been made by 


officers of Canadian Pacific as to the most economical 
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way of handling grain, 

Q. Yes, and assuming that grain was moved 
at full tonnage by a unit locomotive diesel consists, 
what would be the effect as compared with the way 
it is now handled, some by solid trains and some 
by symbol trains, and some by less than full tonnage -- 
what would be the effect? 

A. We have costed the operation of grain 
as it moves presently, and as it is moved in two 
units tonnage trains insofar as grain moving from 
Swift Current through to Fort William along the 
main line is concerned. The crew wage cost at the 
present time as it presently moves is $1,357,205,00. 
If we assume that grain is held to make up tonnage 
trains the crew wage expense would be reduced in 
1958 by some $200,000.00, but other expenses would 
have to increase to a greater extent, particularly 
the car day costs and the motive costs. 

THE CHAIRMAN: And the what? 

A. Motive power -- that is, locomotive 
costs. The repairs, depreciation and cost of money 
on freight cars, and motive power, would have 
increased to the extent that the total cost for 
crew wages and these items of handling the traffic 
would have been $1,499,000.00 as opposed to the 
$1, 357,000.00. 

MR. SINCLAIR: Q. Now, just to carry that 
through, suppose you went to the maximum -- that 


is, for unit consist diesels -- what would be the 
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effect if you went to that and pulled very long 
trains with four unit consists and held grain to 
make up four unit consists rather than operating as 
you do with 2's and 3's, or whatever the situation 
is, and as it is reflected in your cost study? 

Say you move it all by four units? 


A. On this territory that I have been 


we held grain until we had tonnage for four unit 
trains, the crew wage cost would go down by some 
$600,000.00, but other costs would increase and 
more than compensate for that reduction, so that 

we would have costs of $2,310,000.00 as opposed to 
$1,357,000.00, which is the way in which the traffic 
was handled in 1958. A very large amount would have 
been required for extension of yards and sidings 

and changes to the railway plant. There would also 
have been very substantial station and yard expense, 
and a substantial increase in our car costs -- freight 
car costs. 

Q. Would they have been any additional 
roadway expense required to take care of long trains 
and track sag, and the effect that might have? 

A. Yes, sir, track sag is a very important 
consideration in the operation of very long four 
unit trains. Track sag is a weak spot in the 
track where there is a downgrade and then an upgrade, 
and if you have a very long train you have one end 


going up while the other end is going down. 
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Q@. The train is going into a "yy", but 
it is not quite a "V"; it is a smooth iyi? 

A. No, but it creates very serious problems 
in the operation of trains, and if the four unit 
trains were operated by the Canadian Pacific along 
the main line it would be necessary to remove 
all such track sags. 

THE CHAIRMAN: How many cars would a four 
unit train take? 

MR. SINCLAIR: Q. Take, for instance, 
between two points. 

THE CHAIRMAN: Take between Winnipeg and 
Fort William. 

MR, SMITH: Winnipeg to Fort William would 
be 180 loaded cars. That is, with four units. On 
the Carberry side it would be 368 cars. 

THE CHAIRMAN: What is the average length 
now of a train? 

MR. SMITH: The average length, sir? 

THE CHAIRMAN: Yes, of a grain train. 

MR. SMITH: Well, from Winnipeg to Fort 
William the average loaded train of grain is averaging 
about 100 cars -- close to 100 cars. 

COMMISSIONER BALCH: Loaded? 

MR. SMITH: Yes. 


THE CHAIRMAN: Q. What would be the average 


ten years ago? 


MR. SINCLAIR: This is steam power as against 


diesel? 
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MR. SMITH: Between 60 md 65. 
MR. SINCLAIR: What type of steam power? 
MR. SMITH: I am talking of G 3 and P 2 
engines. 
MR. SINCLAIR: Q. The presert trains 
between Winnipeg and Fort William that are used for 
handling grain are how many unit consists? 
MR. SMITH: Two unit consists. 
MR. SINCLAIR: On the locomotive? 
MR. SMITH: Yes. 
MR. SINCLAIR: Mr. Mauro, at Volume 66, 
Page 11738, asked you: 
"If you had a run from Carmen to Winnipeg 
running 52 times a year and if there was 
only 1000 cars of grain going from Carmen 
to Winnipeg and you could move the grain 
trains in ten train loads of 100 cars each 
you would have assessed against the grain 
ten trains for that Carmen run. You would 
have taken it as a percentage of the total 
number of trains?" 

And your answer is: 
"Yes, that is correct”. 

A. Yes, and the answer is incorrect. I 
did not perhaps fully appreciate the question, but 
the way in which we would have costed the movement 
of the grain, and the way we did cost the movement 
of the grain, is to assume it moved in the average 


weighted train operating over the subdivision, so 


$9 bas € 2 to se Mm 
oy 
ee eh sae ih lad 


om a 


, | " Li Ly) 
entered Dipanty ieee “4D mts ms | 
ast | Leone 7 
Tot beaw ors tet maliltW sof bas goqtektw aesw . ] | 


tedatamoe thas yasm wort one ntang aration | | 


edakedoo: dtm’ ow sl ne | 


Tevidemesol edt a0 :EAMTOWEE? mn Aas | 
‘ee oY FENG aD 4 aT ' 
,93 enul oV de postal aM - ATAIDUR) A ented ! 
| oi beta BETES wae 
geqtantW of neared mont nui & bed voy tr" roll) 
) amw enedt a bas “sey.e semtt S@ ghitanst 
MLSS mon’): yatog drone to arse OOOL ylae au ‘ 
| dieta ego evem bived oon, bos geatmntw 0d ny a 
sone ara#o OOL to absolf atatt aed nt entend | iP 
cters eft dantegs besaeres eyed biluow voy ne 
biuow wo¥! marx meme det iT eptett com 
(eto? ert to egetneoteq 2. ae 32 Modet ovedd. 
“Santext to ‘ceduum 
(pak rownes xtey E 
| "deemed at tant aey" | | 
TP .doerroont ‘st tewane Sf9 hee aed A 
tod mobtaenp ens etaloertqqs ei atinigastten: tom h 
‘tromevem odt bedecs evaed bluow ow Hobie mt vw a 
tepmren sit dace DRS shiva nat tale ori 


ANGUS, STONEHOUSE & Co. LTD. 


TORONTO, ONTARIO Stenason rPe-ex 12361 
(Sinclair) 


that if the average weight of the train was in 
terms of 20 cars, aS most way trains are, then we 
would have had a greater number of constructive 
train miles of the study traffic. 
Q. Now, at Volume 66, Pages 11781 and 11782, 
Mr. Mauro is discussing with you why you would not 
charge a part of the constant cost to passenger 
service, and at page 11782 Mr. Mauro said to you: 
"You said you cannot charge an uneconomic 
service with constant, and the reason is 
very clear, that you would be out of 
business. If there was only passenger 
service and it was operated at a deficit, 
you couldn't get your dividends because the 
service is operating at out-of-pocket costs?" 
And your answer was: 
"Yes". 
Mr. Stenason, I might say that I do not understand the 
question, but would you mind telling the Commission 
what your assent was intended to convey? Maybe you 
understood it, but I do not, and I do not know that 
anybody else reading this would understand it. What 
does this mean? 
A. The question - - well, my assent -- 
at least, my position in this matter is that it 
would be unrealistic to charge any portion of the 
constant to passenger service. 
Q. Yes, I said that just before that when 


I read Mr. Mauro's question. Your answer to that 
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question was: "Yes". Now, I do not understand 
the question, and I am asking you to tell the 
Commission what you agreed to. Would you mind looking 
at it? 

THE CHAIRMAN: Is not that an excellent 
answer if you do not understand the question? 

THE WITNESS: I thought I did at the time, 
sir. 

MR. SINCLAIR: I mst say that possibly 
this question was a likely one to be garbled. It was 
likely given to Mr. Mauro, and I would not like to 
leave him in that position, 

A, Weil, I believe the last word in that 
paragraph I had understood to be "loss". Perhaps 
it should be "out-of-pocket losses." rather than "costs". 

Q. Very well, we will go on. You are 
not sure; is that right? If Mr. Mauro wants to deal 
with it I suppose he can deal with it with Mr. 
Bandeen. Now, there has been a number of questions 
directed to you in connection with pensions. Mr. 
Mauro and Mr. Cumming - - and particularly Mr. Mauro at 
pages 11801 and 11802 -- dealt with this, and Mr. 
Mauro had calculated this pension expense by applying 
a ratio of 11 point something per cent. Now, I 
recollect, Mr. Stenason, that you did not agree with 
his taking an overall percentage and applying it to 
individual accounts, but leaving that aside he 
came to a figure of some $1.9 million and you indicated 


to the chairman that you wanted to comment on the 
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matter of pensions further, and I undertook to ask 
you questions concerning it. I think, possibly, 
the quickest way to do this would be just to ask 
you to put on the record what factors concerning 
the expense chargable to grain on the Canadian 
Pacific study you feel would be of assistance to 
the Commission, and which you wanted to do at that 
time? 

A. Yes. The pension expense, or the 
treatment of the pension expense, is based upon the 
total pension cost in the books of Canadian Pacific. 
This cost was first distributed between passenger 
and freight service on the basis of labour content. 
It was then treated as overhead, or a traffic in 
general ratio type of expense, and related to 
freight service and to grain on the basis of that 
factor. Included in the account are two elements 
of expense; first of all -- 

Q. In the pension account? 

A. Yes, in the pension expense as shown in 
the accounts. 

Q. Yes? 

A. First of all, there is the contribution 
made by Canadian Pacific to the pension fund in 
respect of current service for the year, and also 
contributions which the company has made in respect 
of service prior to 1937 which was the period since 
which the pension fund has been contributory in 


part by the employee and in part by the company. 
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Q. Prior to 1937 the Canadian Pacific 
Pension Fund was a non-contributory fund, so that 
the current expense on Canadian Pacifie not only 
has to deal with cost of pensions currently arising, 
but also has to reflect, does it not, Mr. Stenason, 
payment for service which was accrued by employees 
prior to 1937, because notwithstanding the fact that 
they might have been young men then the pension 
cost to the company in this year must reflect the 
years of service? 

A. Yes, that is correct. 

Q. Irrespective of whether those years 
were contributory or not contributory? 

A. Yes, and I would like to point out here 
that the pension plan of Canadian Pacific is based 
upon average earnings during the last five or ten 
years of employment. In an inflationary period 
any short-fall from employee contributions in not 
making up the full amount of the pension obligation 
at the end of the service must be contributed by 
the company. This means, of course, that a 
management contribution to this pension fund, so 
long as inflation continues, will continue, and 
on the basis of an estimate prepared by the Accounting 
and Finance Department of Canadian Pacific we have 
an estimate as to our pension expenses right through 
to the end of the 1960's and to 1970, and it certainly 
shows no indication of lessening. 
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COMMISSIONER BALCH: That pension fund -- 
would that include all employees and not just train 
Service employees -- the officials as well? 

MR. STENASON: All employees, yes. We 
don't have anything similar to the United States system. 

COMMISSIONER BALCH: No. 

MR. SINCLAIR: It covers everybody who enter 
the service now, or, since 1937, rather, at the time 
of entry and being under 40 years of age, and it was 
left open to everybody who was in the service, 
Commissioner Balch, at that time irrespective of his 
age to elect to take it, and you will recall, sir, I 
am sure, that through the co-operation of the organiz- 
ations a very, very high percentage -- in the very high 
90's -- of the eligible employees came into the fund. 

COMMISSI ONER BALCH: Much higher than the 
Canadian National? 

MR. SINCLAIR: Yes, very much higher, sir. 

Q. Mr. Mauro asked you concerning the 
relative costs of C. P. R. pensions in the grain study, 
and the C. N., and I think you mentioned there was 
more volume of grain handled by Canadian Pacific, but 
were there other considerations also that would make the 
Canadian Pacific costs higher? Would the effect of the 
plans make any difference? 

A. Oh, yes, differences in the pension 
funds would be involved. 

Q. At page 11810 and 11811, Mr. Mauro, 
in discussing the selection of output units, asked 


whether the use of car miles instead of gross ton miles 
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would have resulted in lower costs per unit, and at 
page 11811 you state, at the top of the page: 
"Do you mean this, that had we used car miles in 
developing the basic unit cost and then applied that 
to grain? 
Q. Yes. 
A. I would think that that would result in 
higher cost of grain. 
Q. And if you had used car miles in building up 
this grain? 
A. I am sure I would have had a higher cost 
because of fuel and crew wages, because grain is 
a heavier loaded commodity than the average com- 
modity." 
Are you correctly reported there? 
A. I don't know whether I am correctly 


4 


reported or not, but I don't think my answer is correct 


in any case. 

Q. Well, would you put the correct answer 
on) the record? 

A If car miles had been used in building up 
the grain, it would have resulted in a lower rather than 
a higher cost. 

Q. And I think you dealt with whether you 
would accept such a basis in your answers to Mr. Mauro: 
Did you or did you not? 

A. I believe I did, sir. I mentioned 
the fact that gross ton miles was a far better costing 
measure than car miles because it reflected the weight 


to be moved, and this is the factor which is most 
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concerned with expense. 

Q. Mr. Mauro just at that page there,11821, 
-- he started it back further, but I will go to this 
one -- 11821 and 11820: He dealt with the constant 
factor of 35 miles or a multiple of 35 miles with respect 
to empty car miles referable to milling in transit traffic, 
and you will recall he gave you various subdivisions -- 
35, 35, and some others, 70, 70, 70, and he seemed to 
think this coincidental -- or, some other word such 
as that, and you said this occurred only in the case of 
Winnipeg milling in transit traffic and that there is 
a very real reason for it. I have looked up the trans- 
cript and I don't think the very real reason was mentione 
Mr. Mauro moved on. Would you please tell the Commissio 
What the reason is to find these milling in transit 
empty car miles working at 35 or multiples at various 
Subdivisions? 

A. The empty car miles attributed to the 
inward movement of grain to Winnipeg mills were developed 
in total and prorated as between the traffic outward to 
Fort William and traffic outward to Vancouver. The 
proration factors were .994, or 99.4 per cent of the 
traffic was to Fort William, and .006 for Vancouver. 
When applying these factors to the empty car miles at- 
tributed to the inward movement, it resulted in a very 
small mileage for the Vancower traffic which, when 
multiplied by the expansion factor -- that was an 
expansion factor to get from the sample to the universal 


--- and that expansion factor is 34.960. When multiplies 


by the expansion factor which was common to all mileages, 
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it resulted in the 59 "S; "70's, LO5's “ana multiples of 
or 

Q. In volume 67, according to my notes in 
dealing with Mr. Mauro's examination about system commun- 
ication costs and the amount of that cost that was 
chargeable to the study traffic, he made reference to 
an I. C. C. document which Mr. Banks kindly loaned to 
us, and you said you wanted to take a look at that before 
answering the I. C. C. procedure. Have you had an 
opportunity to look at that document or study it? 

A. Yes, that document was part of the I. C. 
rules respecting the arbitrary allocation of railway 
operating expenses between passenger and freight service, 
and the thing that Mr. Mauro was asking me was whether 
I would agree with the procedure used by the I. C. C. 
int Chis matter, and since the I. ¢. C. is arbitrary, and 
attempts to make an over-all allocation on every account 
between passenger and freight service on tl basis of 
gross ton miles or some other arbitrary measure, I do 
not agree with that procedure, and this reference that 
Mr. Mauro had was to the way in which COhnntet cations 
Rail was accounted for -- was split between passenger 
and freight, and it was split on the basis of other 
expenses. 

Q. Is this part of the over-all system of 
the I. C. C. whereby they first split out passenger and 
freight and then do their costing after that, which you 
felt you had overcome by the concepts and methods that 
you had developed in these kind of studies which you 


have presented to this Commission? 
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A, Ves, HSlEpye wesaosnovrro liver the Tetes icy 
treatment of separation between passenger and freight 
service, 

Q. You developed units directly attributable 
to the various types of traffic? 

A. Yeas 

Q. Now, Mr. Stenason, there are one or two 
matters that I do think I should bring to your attention). 
This has been brought up by a number of my friends during 
cross-examination, particularly, I think, Mr. Mauro, and 
I think also Mr. MacKimmie although I would not be sure 
of that, and that had to do with the fact that in your 
regression equations in certain instances you had 27, 
and in other cases you had 31, and I think you said that 
using the terminal divisions was not appropriate, and 
you were dealing with certain elements of expense. 

A. Yes. 

Q. Because of the fact that the output unit 
were not available? 

a That was one reason, but they were very 
largely expenses in which the nature of the expense in 
the terminal divisions was quite different from the 
line haul divisions, as for example station expenses, 
where the nature of the work done by station employees 
in the terminal divisions is quite different from that 
done in the line haul divisions. 

Q. Say you wanted to get gross ton miles 
from a terminal division: Could that be secured? 

A. No, sir; gross ton miles are not reported 


in the basic records of the company for terminal 
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divisions. There is some small item here. ~- Actually, 
the gross ton miles performed on the train run from the 
terminal to the yard limit of the terminal division are 
gross ton miles which in the accounts of the company 
are kept in the line haul divisions, since the train 
run is a line haul division. Nonetheless, the gross 
ton miles reflect work done in the terminal division in 
so far as the distance fromthe yard to the terminal 
yard limit is concerned. 

Q. say that you had taken that in, what 
would have been the effect? Say you had measured the 
work which is in the terminal division that was done 
out to the yard limit: What would the effect be? 

Have you made any tests? 

A, Yes, we recalculated the output units 
for the terminal and line haul divisions around Winnipeg 
and Fort William terminals, and we found that 1.6 per cent 
of the gross ton miles were involved, and on the basis 
of that we felt that a very large amount of work which 
would be necessary to restate all the gross ton miles 
and basic output of the company was not worth the very 
minor change which might result. Furthermore, it is a 
change which could work in either direction. 

Q. It has been suggested by some of my friend 
that rather than doing your analysis by groups of 
accounts that you should have possibly separated out the 
accounts and not grouped them in some cases, such as 
you did: For instance, in Investment in Road Properties 
that would break it out to Track, Signals and matters 


of that kind. You remember this question in principle 


eka 2 aide ihdnaa ee 
om: ioleivtb Lemtwved end to thmil busy oid ot L. ot 
Yxsgnon exit ho etawoos ef at dotdw asin aod saomg 
nist ed eonbe ‘anoletvih Lueei eng: odd a sae ane | 
enon odd amerentedati MOLBIVED twat antl s at oe 
al sotakvib Lectomned oft et snob stow Joel ter eel ten aos 
Isnkuxes eit ot ous eidmort soasvalb edt as mst 08 
.betecmoo Bl timbl prey | 
Jasw ,l vJadt resist Bee yoy tend yee ‘Kiger Geer ~~ | 
ans peer Dat uoy yee  T%Isoset is orig ised even bivow 
-enoh sew dadd notatvid fsatmres ond at at rio tdw stow 
fed ¢ootts sit Higow tedw : dlMEE Dasy add od tuo 
tedeed yas abant oy svsH 


avion duqivo ett Seteluolsoer ow), es¥ ai'eh) pro gale) 


tee 


seqinniw bopoere enofeivib Lued satl Soa, Lentearred edz 102 
o teq. O.f tedd Bawok ew bas ,elanimied meLiLiw t10% bas 
aiead aid ao bas .bevLovat srew eselie mod gaotg edt Yo 
doldw anow ‘to davoms eguel yxev @ decit JLo? ew dedd do 
eolim moc sao opt [Le eteteen od ¢iseasoen ed Hbluow 
rev odd civtow jom ssw yasqnoo eid to duqduo olesd bas — 
6 el gt siinesanhaialipehe -tiveaot daigin dobdw sgoado stontm ; 
Holdoowth vedtle at sdyew ofteo doldw egnsddo 

note yar “le emoe yd betveoggua need dad JI uf 
To aquota yd eleylens wwoy smteb asdtd vente edd | 

eit sy bevarsqee Udteaoq ever bivods voy tent atauooss 
88 ove ,.86EB5 ‘enon at ment Haquorw; vou bas etavooos 
eizvreqett bsofl at drenseoval mt ,sonatanh tol 1 DIED Woy 
ayedism bia alanate  wosvl o¢ duo vt Asord bluow ts é 
slqloaitg al motteoup eid vedmemer mo¥. bento hast re 


i ; =) 
>» — = a 2 Ae , 


ANGUS, STONEHOUSE & CO. LTD. Stenason, DEwCX. 12375 
TORONTO, ONTARIO (Since lair ) 


being put: Have you considered that, and, if so, for 
the assistance of anyone who may have this in mind, what 
would your views be? 

A. Yes, we have done an extensive amount of 
work on road property investment, and we have run a 
great many regression equations in the different compon- 
ents of total road property investment, and we have been 
able to secure statistically significant models for the 
track investment which is about 80 per cent of the total, 
but we haven't been able to secure statistically signifi- 
cant models for the other categories of road property -- 
about 20 per cent of the total. We know from the 
comparison of the models by variability on track invest- 
ment and variability on road property investment as a 
whole that the bulk of the variable investment is 
explained by the track investment and that very largely 
other items of expense are being absorbed by the constant 
term in the regression equation. However, the model 
which we have used, which we used initially and which we 
stil have, is based on total road property investment, 
and it produces statistically significant results with 
a very high Re value. 

Q. There have been some questions asked of 
you by counsel, particularly Mr. Frawley today, about 
loading grain and the fact that the amount of claims 
-- things of that nature: Are grain cars sometimes 
overloaded? 

A. Yes, sir, we found, as a matter of fact, 
that the bad order ratio developed through our switching 


studies was higher than the system average for all 
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freight traffic. I don't know whether this reflects 
an overloading of grain cars or just a heavy tonnage 
for grain cars. / 

Q. And also the type of theucommodity which 
has at times dust in it? 

A. Yes, that could have some effect on 
journals. 

Q. And this higher bad order ratio -- 

did you give effect to that in your study so that you 
could reflect that cost over, or did you not bother? 

A. Well, not in so far as freight car 
repairs were concerned. We took the system average, 
but I found in our switching studies we had the bad 
erders onthe four-day period that is reflected.in.the 
switching time. 

Q. Are the cars on Canadian Pacific, based 
on your analysis, heavier or lighter loaded than on the 
Canadian National, on the average? Do you remember? 

A. I believe our cars are a little heavier; 
I am not certain. 

Q. There have been suggestions by my 
friends from the provinces that they were interested in 
this matter of idle time ratio, and they put a number of 
questions to you concerning that, as I recollect hs 
I was wondering if you had made any test concerning this 
matter to see eeeer there was any car days associated 
With the study traffic which would not have been so 
related as an active car day or as a loaded car day? 


A. You mean car days at the lakehead? 
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Q. Or Vancouver? 

A. Oh, yes. We had in the counting of our 
cars just counted the time that the car arrived at the 
terminal inh so far as reloads are concerned, and we had 
counted as an active car day the time of the car until 
it started moving empty from the terminal. That is 
because our tracing records only show the time of day 
that the car arrived and left the terminal, and it was 
suggested to us that - draw a sub-sample at Fort William 
and Vancouver to make certain that no idle car days would 
be included in the active car days as a result of this 
procedure. We found that the car that had been reloaded 
and had been active balanced in part the car days idle 
after they had been made empty. Tre re was a small 
difference which was completely explained by the half 
a day which is allowed in I. C. C. studies and which has 
proven applicable to Canadian Pacific to reflect the time 
required to take the car from an elevator track to the 


classificaton yard. 

Q. Did you find as a result of your sub- 
sample in your car studies that you had any over- 
statement? 

A. No, sir. 

MR. SINCLAIR: I have no more questions in 
re-examination. | 

COMMISSIONER ANSCOMB: I have no questions, 
but I would just like to say to Mr. Stenason that I think 
you have dealt with a very difficult and complicated proh- 
lem in a most efficient manner. Your evidence over the 


two or three days has been very impressive indeed, and I 
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have appreciated it. 

MR. STENASON: Thank you very much, sir. 

THE CHAIRMAN: | Well, thank you, Mr. Stenason. 
I endorse what has been said by my colleague, 
Mr. Anscomb. You have been very helpful, as has been 
the whole crew that you brought with you. 

MR. STENASON: Yes, this is a team effort, 
Sir, 

THE CHATRMAN: We appreciate it. 

We will adjourn now until Port Arthur on the 


2oth at 9.00 a.m. in the court house. 


---Adjournment. 
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